


THE OUTLOOK 


The Railway Wage Cut—Will Freight Rates Be Lowered?—-German Payments—Export Financing 
a Failure—The Market Prospect 


ONDITIONS within the industries are not indicative 
as yet of an important change for the better. On 
the contrary, the depression now encountered by such 

industries as iron, steel, shipping, chemicals, etc., seems more 
accentuated than ever. Probably the most unfavorable phase 
of the situation is the lack of confidence which is so prevalent 
among so many business interests. The present attitude is a 
waiting one, and on that basis it is difficult for business opera- 
tions to proceed except with the utmost caution. 

Underlying conditions, while not uniformly favorable, are 
gradually improving albeit at an extremely slow rate. De- 
flation among commodities is less pronounced; the purchas- 
ing power of the country remains surprisingly large, consider- 
ing present conditions; the banking situation shows some im- 
provement and the general cost of industrial operations is 
declining. Opposed to these favorable influences are our 
declining foreign trade balance, competition between this 
country and others, and the prospect for more stringent money 
conditions when the time comes for the crops to be harvested. 

Trade at large presents a very wregular appearance. 
Practically all markets are buyers’ affairs. 
rather disappointing. Conservatism is the most pronounced 
characteristic of present day business operations. Conditions 
are not conducive toward an early return to normal business 
activity although from a long-range viewpoint there is more 


reason to be optimistic. 
ue 6 


RACTICALLY foreshadowed in the 

DECISION earlier unofhcial announcements, the 
bd fog decision of the Railway Labor Board on 
June | to allow a reduction of about 12% 

in the wages of employees was in accord with expectations. 
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Collections are . 


Some who had expected that the cut would be not less than 
15% and might go as high as 20%, undoubtedly regard 


the decision as inadequate and feel that it does not go far 
enough. 

The estimated saving of $400,000,000 in 
wages supposed to result from this decision may or may not 
be realized—depending upon the development of fairer work- 
ing agreements covering such questions as overtime distribu- 
tion of work between different groups of employees and 
other matters of the same sort. On the whole the decision, 
representing as it does a cut of perhaps 50% of the actual 
wage increase granted last summer, may be regarded as by 
no means corresponding to the change in the cost of living and 
certainly not as equivalent to the increasing cost of providing 
How far it will aetually help the railroads, 


railroad 


transportation. 
therefore, in the recovery of their budget equilibrium is still 
to be ascertained. 

The importance of the decision undoubtedly lies in the 
fact that it at least shows the possibility of action on»the 
part of an official board for the purpose of reducing wages: 
In the past, it would be hard to find any decision of such a 
board that did not result in increasing them. Meanwhile, 
the reports for the month of April show some improvement 
in railroad finance, due more largely, however, to a reduc- 
tion of working forces than to a betterment in the movement 
of freight or an improvement in the revenues resulting from 
freight movements. The gain, however, is still very slight and 
the reductions ordered by the Railroad Labor Board of 
course do not take effect until July 1. . The roads therefore 
still have serious immediate financial problems to settle, which, 
it must be presumed, will probably take a few months at least 
before a final solution is effected. 
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‘THE railroad situation as thus depicted 
THE makes the rate question undoubtedly 
oenneee of predominant importance. There have 

been a good many observers who have 
taken the view that if wages were reduced rates should like- 
wise be cut. President Harding in a direct personal visit 
to the Interstate Commerce Commission occurring on June |, 
laid before that body the importance of relieving shippers, 
so far as practicable, of the suffering to which they are 
subjected by present rate charges. Railroad officials, on 
the other hand, in their testimony before the Senate Com- 
mittee which has investigated the whole subject, have more 
strongly the view that the roads could not afford a reduction 
in their present incomes: The question really centers around 
the problem whether a limitation of rates would really mean 
a corresponding curtailment in the amount of income netted 
by the railways. 

It is undoubtedly a fact that the increases which have 
taken place during the past two or three years have not been 
very discriminating. The advances of prices and costs during 
the war necessitated an increase of rates while the roads were 
under government control which amounted to between 25 
and 40 per cent of their previous level. Rates were again 
raised to the extent of 25 to 40 per cent of their then existing 
level by the action of the Interstate Commerce Commission 
in August, 1920. On the average, present freight rates are 
approximately 72 per cent above pre-war charges. These 
advances—both those which took place under government 
control during the war and those which have occurred since 
the armistice—were not adjusted to the necessities of the dif- 
ferent kinds of traffic and as a result some classes of rates 
were raised to a point that proved unproductive. The view 
is frequently expressed that a readjustment of rates will prob- 
ably result benefically both to the roads and shippers. As 
things stand the effect of the present level of rates is undoubt- 
edly that of tending to interfere with the movement of prod- 
ucts and the well developed relationship of markets and 
industries. 

eo os 

INAL payment of the first German 

REPARATIONS reparations instalment of 1,000,000,- 
INSTALMENT 000 gold marks was announced on May 
30. Of the total, amounting in round 

numbers to $250,000,000, about $80,000,000 was trans- 
ferred in claims on the New York market and of this sum 
about $36,000,000 took the form of actual transfers to the 
Federal Reserve Bank of New York. One effect of the 
reparations settlement has been a reaction in exchange rates. 
Advances during recent weeks were undoubtedly due to the 
accumulation of exchange for the purpose of providing a 
basis of settlement which has now been effected. With the 
first payment out of the way, reaction was natural. How far 
it will go may be considered doubtful. If the funds trans- 
ferred to this market by the Allies should be left here, the 
movement may quite likely have reached its limit for the time 
being. Interest is now strongly felt in the methods to be 
pursued by Germany in providing for her next transfers. The 
announcement that very drastic taxation of corporations, and 
high taxes on individual incomes as well as a severe capital 
tax, will be imposed represents a programme which must of 
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course be put into effect if any success is to be attained in 
settling with foreign countries, but the question how far even 
this severe programme will be effective in securing the desired 
result must depend largely upon the extent to which foreign 
countries are willing to permit Germany to export heavily to 
them—as well as, of course, upon the extent to which they 
are successful in getting exports from Germany. With an 
export tax on German goods amounting to 25% and a heavy 
import tariff in most countries, the trade is obviously subject 
to some severe handicaps. 
* * # 
HILE Congress has been working 
on the tariff situation the problem 
of export financing has grown more and 
more urgent. Figures for the month of 
April made public just at the close of May show that there 
has not only been no improvement in the conditions of foreign 
trade but that they have if anything tended to deteriorate. 
This deterioration is primarily the result of the lack of satis- 
factory financial arrangements here and in Europe for the 
keeping up of the trade, although as a background the de- 
pressed condition of European industry still continues to 
furnish the source of trouble. Undoubtedly the problem 
of export financing must be dealt with in serious earnest 
within the near future. 

Thus far there has been too much effort to place the ulti- 
mate responsibility upon domestic producers or shippers and 
too little consideration of the need of a financing plan which 
would permit commodities to move under conditions that 
practically closes the liability of the owner of the goods. 
This phase of the problem has been recognized not only by 
farmers but also by American manufacturers who have found 
it practically impossible to obtain from bankers the amounts 
of credits that they desire to have opened. On the other 
hand the problem of placing foreign securities in this market 
has seemed to grow more and more difficult, the rates of 
interest exacted and the conditions of sale being more and 
more onerous instead of less so. The American public has 
evidently not been thoroughly educated to the idea of foreign 
investments even for the purpose of facilitating the movement 
of our products to other countries. How to work out this 
situation and to restore foreign trade to a more prosperous 
basis is probably the most serious element in the financial 
problem of the present moment. 

* * *# 


EXPORT 
FINANCING 


O many considerations enter into a situ- 

ation like the present that it is difficult 

to see through the maze of strong and weak 

factors which influence prices. Elements 

which tend to support and depress the market are at present 

strongly opposed to each other with the balance somewhat 
in favor of the destructive forces for the time being. 

The better class of securities whose earnings and dividends 
are secured impress one as stoutly resisting the adverse cur- 
rent, and while no one can say when the end of the readjust- 
ment will be, we must look at the proposition from a broad 
standpoint and reason that although it is impossible for every- 
one to purchase at the extreme low, it is in such market de- 
pressions that bargains can be and should be secured. 

Tuesday, June 7, 1921. 
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Germany, a Trade Menace? 
Secretary Willmann of Big American Export Association Outlines Striking F 


American Trade—Corporation Executives Also Give Views 


S 


An Interview by WILLIAM McMAHON 


6¢N F we do not take care, after having 
won the war with our Allies with 
everything in our hands, Germany 
might win the peace through the efforts 
of her labor. The Germans are efficient 
and willing to work. They are settling 
down to real production and are outstrip- 
ping the United States and the Allies in 
the race for commercial supremacy.” 
Thus spoke Charles M. Schwab before 
the Chamber of Commerce, and another 


thrill of fear went up and down the spines 
of many American manufacturers. Will 


CHARLES M. SCHWAB 


Who said, after a recent trip abroad: 

“The Germans .... are outstrip- 

ping the United States and the Allies 

in the race for commercial su- 
premacy.” 


German legerdemain somehow result in 
sweeping our fleets from the seas? Will 
her low-priced importations put out the 
fires of our factories? 

Is the menace more real since the War 
Trade Board section of the Department of 
State lifted the restrictions and threw 
down the bars against commerce with 
Germany? 

Is this fear grounded on mere mist and 
shadow, or does it have behind it the sub- 
stance of fact, as illustrated by the fellow 
who found himself in jail one morning. 

“Why, they can’t put you in jail for 
this,” said a caller. 

“No, but here I am,” was the pro, 
foundly wise answer, proving the differ- 
ence between a theory and a condition. 

Well, I wanted conditions; that is to 
say, facts, surrounding the situation. 
Probably no man in New York was bet- 
ter able to give me fects than Mr. W. A. 
Willmann, Secretary of the American 
Manufacturers’ Export Association, and 
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so I went to him for an interview. Said 
Mr. Willmann: 

“IT will state some facts and you can 
draw your own conclusions. I know a 
man who just lately returned from Ger- 
many. While there he bought about a 
thousand portable phonographs such as 
retail here for about $30, for less than $5 
apiece, and sold them all in a few hours 
after he got home. So, it seems that Ger- 
many is able to undersell us here in every- 
thing which she is able to land at our 
ports. These items include dyestuffs, steel 
products, machinery—such as, particularly, 
electrical machinery,—enameled ware, 
chemical glassware, some grades of china- 
ware, salt, potash, and almost every kind 
of chemicals, toys and novelties. 


Iron and Steel 


“While Germany has been laying down 
steel here to sell for much less than the 
quoted prices, yet our steel men do not 
seem to fear the consequences very much. 
They feel that they are able to compete 
with any country in the world. Europe 
will need all the steel it can produce for 
many years to come, and much that the 
United States can ship over. Germany's 
losses through the war particularly affect 
its production of iron and steel. Eighty 
per cent of the iron ore of Germany was 
located in Lorraine, now a part of France, 
while the remainder is of inferior quality 
and scattered over a wide area. 

“The 50% tax imposed by the German 
Government on iron and steel exports very 
recently is bound to operate against fur- 
ther exportations to this country. Many 
steel works in Germany are now operat- 
ing on part time, and others are closed 
entirely for certain days in the week. 


Coal 


“The coal situation is serious, for Ger- 
many once had more than half the coal 
production of all Europe. She had three 
large fields before the war, and two of 
these may be lost to her,—the one in 
Silesia, and another in the Saar Valley, 
which is to remain under the control of 
France for at least 15 years. Surely 
all this means a loss to her manufactur- 
ing power. 

“Still, with the coal fields left, Germany 
is making wonderful headway. In the 
first three months of this year her pro- 
duction of anthracite in the scattered fields 
left to her amounted to 35,476,965 tons, 
as against 30,703,521 tons for the same 
period last year—and of soft coal 29,986,- 
317 tons, as against 25,027,864 tons last 
year. But even so, the anthracite pro- 
duction is far below what it was in peace 
time, for in 1913 the quantity mined was 
43,160,000 tons. 


Machinery 


“Recent reports indicate that the ma- 
chinery manufacturing business is dull 


right now in Germany. There is very 
little ordering going on in Germany 
proper, and many of the works are re- 
ducing the number of employees and in- 
augurating part-time work. The manu- 
facture of electrical machinery is par- 
ticularly quiet. Foreign business is not 
booming as it was and the Germans are 
assigning as a reason the general unfavor- 
able economic conditions prevailing every- 
where. German exportations in motors 
and measuring instruments are reported 
very good, and many foreign orders are 
being filled for instruments and apparatus. 


Dyestuffs 


“The Germans are natural chemists, 
They are able to take nitrates out of the 
air. American manufacturers will find it 
difficult to compete with Germany in the 
chemicals market, especially light chem- 
icals. Germany threatens the life of our 
dye industry. American manufacturers 
are demanding an embargo in addition to 
a protective tariff to prevent Germany 


W. A. WILLMANN 


Secretary of the American Manufac- 
turers’ Export Association, who 
states some surprising facts about 
Germany's trade revival in the ac- 
companying exclusive interview 


from again monopolizing this industry, 
which has so many angles of importance, 
not only in peace times but in war times. 
It is said that nothing short of an embargo 
can save the industry here. England and 
France have been obliged to resort to the 
embargo and we may have to come to it 
in order to save an infant industry. It is 
said that the combination of six big dye 
concerns in Germany realized 250,000,000 
marks of profit last year, and yet in spite 
of their intrenched position, they seem to 
fear American manufacturers as rivals to 
be reckoned with. The Germans planned to 
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“Over-Rated!” 


That’s the impression one gets as to Germany’s ability to undersell the United States after 


talking things over with American business men. 


The following opinions, prepared especially for 


this Magazine, are typical of the sound sentiment in circles familiar with German manufacturing 
facilities and that country’s present condition. 


S. A. BREESE, New York manager 
of the International Harvester Com- 
pany, which has extensive interests 
abroad, says: 

“We find practically no competition 
in the United States from German agri- 
cultural machinery, and even in other 
countries ‘it is not as keen as in many 
other lines. In Germany there isn’t a 
demand for such extensive farm ma- 
chiiery as we manufacture, for acre- 
ages there are comparatively small and 
are cultivated intensively. 

“From carefully worked out data, we 
find ~.at in our factories in Sweden, 
France and Germany, the wages for 
unskilled labor are 12 cents an hour 
and for skilled labor 15 cents an hour. 
Here the average wage is 55 cents an 
hour for unskilled labor, and 90 cents 
and beyond for skilled labor. 

“If such labor costs prevail generally 
through Germany in all manufactures, 
and if our rates continue as high here, 
there is no reason why Germany could 
not sell more cheaply here than our 
own producers, provided our ports were 
always accessible to her goods. This 
latter, however, they probably will not 
be.” 

DAVID JAYNE, of the Barrett Co., 
says: 5 

“The Barrett Company is not so 
much concerned over German competi- 
tion because it deals in coal tar prod- 
ucts, a raw material. Germany exports 
to this country finished products and 
not raw materials. Our competitor is 
England more than Germany. 

“German manufactures of chemicals 
probably lead those of other countries 
because it is a business that the Ger- 
mans have grown up in and in which 
they have perfected themselves. It is 
only a matter of time before we of this 
country will have attained the pro- 
ficiency of the Germans today. Time 
is the object of the Emergency Tariff 
Measure and such embargoes as are 
being discussed. Give us time and we 
will not make the mistakes we are 
making now. Now no sooner is a 
large chemical plant erected and 
equipped than it has to be scrapped, 
for new formulas are constantly being 
discovered and new methods devised. 

“The Germans will experiment for 
years, perfect, develop and study so 
that they will get, say, 80% of a refined 


and marketable product out of a mass 
of material. We get about 30% out of 





the same mass and let it go at that 
because we are in a hurry. ‘There’s 
enough profit as it is,’ we say. Therein 
lies a large factor of German efficiency. 
Her efficiency is only slow, laborious 
and painstaking effort.” 


HERBERT A. JACKSON, President, 
the Chicago Pneumatic Tool Co., re- 
ferring in particular to Mr. Charles M. 
Schwab’s recent speech, says: 

“The purport of Mr. Schwab’s re- 
marks at the meeting of the Chamber 
of Commerce was to urge upon Ameri- 
can labor an increased sense of its 
responsibility to the general welfare— 
that labor has this attitude in Germany 
and, consequently, the prospects of 
German importance in production and 
in world trade. 

“So far as our own particular prod- 
ucts are concerned, while Germany 
manufactures pneumatic tools, yet by 
reason of a certain cumbersomeness 
and lack of flexibility, our men over 
here will not use them at all. In ma- 
chines and instruments that happen to 
be just the thing desired by some 
countries or concerns, Germany will 
find a market. But there will be for 
many years to come such a large gov- 


ernment tax on German exports that it 
will serve as a natural and inevitable 
deterrent. As to whether this tax will 
offset the cost of labor over there, 
which is about one-sixth of what it is 
here, is a question that can be answered 
only when the trend of both taxes and 
labor is established with some perma- 
nency.” 


S. GEORGE FREMONT is manager 
of the American Chamber of Commerce 
in Berlin, whose advisory board in- 
cludes Wm. R. Steinway, of Steinway 
& Sons, L. Nissen, director of the 
Equitable Life Assurance Society, and 
W.E. Aughinbaugh. Mr. Fremont says: 

Those casual readers of our trade 
statistics and who skim over the head- 
lines in the newspapers, basing their 
opinions accordingly, must have a thrill 
in observing that the American imports 
from Germany in the calendar year 
1920 were nearly nine times as large as 
they were the year before. This iso- 
lated fact was enough to confirm the 
worst fears of those who have been 
throwing conniption fits over the 
threatened “dumping” here of German 
goods. 

But an analysis of the statistics in- 
duces quite a contrary view. In value, 
the total imports from Germany 
amounted to $88,836,280, which is less 
than half what they used to be before 
the war. Actually, they were not above 
one-fifth, considering the advance in 
prices since the outbreak of the war. 
Potash fertilizers, chemicals and dye- 
stuffs together made up about one- 
third of the imports. Next came sugar 
and sugar beet seed of the total value 
of nearly $8,000,000. 

As to toys, about which there has 
been much apprehension, it is a curious 
circumstance that the value of those 
imported from Germany during the 
year was just about equal to the ex- 
ports of toys from this country. All 
the German imports of iron and steel 
and manufactures of them were trivial 
in proportion to the exports of similar 
articles from the United States. And, 
taken as a whole, the entire imports 
from Germany to -this country in 1920 
amounted to a little more than 14% 
of the total American imports. 

This does not look like anything to 
be alarmed about. 








monopolize the world trade in dyes and 
their factories were designed and organ- 
ized with this end in view. 

“A coal tar product industry has been 
built up in this country with the idea of 
using the products for road materials un- 
til such time as the American dye indus- 
try, based on these coal tar products as 
raw materials, could be built up. German 
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competition would discount all. this effort 
and industry. It would therefore seem 
necessary that a selective embargo 
measure accompanied by such tariff 
duties as may produce the largest rev- 
enue, ought to be exacted. The war 
left us the dye industry as an asset, and 
while we have built it up already to 
large proportions, it should go on and 


become one of our giant industries. 

“A few days or weeks at the most, will 
determine the fate of the tariff bill which 
is still in committee in the Congress, and 
also. the embargo matter. 

“German dye manufacturers are contin- 
ually circularizing the large American 
users of dyestuffs. 

(Continued on page 214) 
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Bringing Wall Street to the People 


Five Fundred Million Dollar Yearly Toll Exacted by Quasi-Brokers—How Real Brokers Might 


T’S pleasant to be the owner of two or 
three bonds and ten or fifteen shares 
of stocks, but when a stuffed mail- 
box and a never-silent phone tell us that 
our names have been added to sixty-seven 
sucker-lists, we wonder if being a capitalist 
these days isn’t a more exacting pursuit 
than the average man cares—or dares— 
to engage in. 

Since that morning when the world 
started to go dry, and Noah called the roll 
of the bulls, bears, lambs, wolves, coyotes, 
and jackasses as they filed down the gang 
plank, the peddlers of spurious securities 
have used stockholders’ lists as aids in 
compiling their sucker-lists. But, a few 
years ago, the worst that happened to one 
after becoming a stockholder-of-record in 
one of the large corporations was to have 
one’s morning mail cluttered up with invi- 
tations to buy the stocks of companies 
dealing—or maybe about to deal 


Combat This Evil 
By JOHN READ 


it, woman, if you hadn’t squandered all 
that money your husband could have 
bought two shares more of Maybe Oil 
stock from his banker-friend in Wall 
Street. Old G. C. deplored ‘the lost $3.85 
but guessed he could buy about 3,000 
shares of that stock at $134 per share, and 
he hurried to send his check, more than 
half fearing all this bargain stock might 
be gone if he delayed another moment. 

He doesn’t ask his banker’s or anybody 
else’s advice before he buys it, but, after 
he gets it, and begins to have a faint sus- 
picion of just what part of his anatomy he 
got it in, he begins to seek someone who 
will tell him what his “investment” is 
worth. When he finds out he goes ranting 
up and down Main Street hurling maledic- 
tions at Wall Street and all its works and 
workers. He places all brokers in the 
class with the’ coyote that bit him. 

A Deep Mystery 
Granting that all Prof. Einstein says is 


A competent authority, the Federal 
Trade Commission, claims that $500,- 
000,000 is the yearly toll which these 
crooks exact from the gullible public. 
Half-a-billion dollars stolen, and I 
didn’t hear last year of one of the 
thieves getting even a light-purple eye. 
Can it be that the reformers have 
cowed us and legislated all the fight 
out of us? Have we lost a part of that 
righteous combativeness possessed by 
our ancestors who dared to stand up- 
right before their king and demand that 
he sign Magna Charta? 

When I was a kid there wasn’t a boy 
in the block who wouldn’t have used fists, 
teeth and toe-nails on anyone who cheated 
at marbles or tops. It seems strange that 
such boys can grow to men who only talk 
loud if someone filches their life’s savings. 

Of course we can’t always act like 
kids, and fighting is to be frowned 
upon, but if any sometimes-gentle 
reader has been trimmed, and 





—in oil, coal, airplanes, fish, 
tires, patent medicines and so on 
and on and on. 

Most of us became adept in 
recognizing these sirenic beck- 
onings to ruin, and, without 
opening them, could file them in 
their proper place—the garbage 
can; but now the quasi-brokers, 
who never have had reason to 
doubt that Barnum was right, 
have found a more modern 
method of casting their nets for 
the succulent suckers. 


The Modern Method 


Call ’°em on the phone and 
knock ’em unconscious with 
correspondence - school oratory 
—that’s the modern and scien- 
tific method, and it works, 
brother, it surely does work. 

Just imagine the soul-swelling 
elation of Grover Cleveland 
Johnson, who owns the best 
cranberry bog in Burlington 
County, N. J.. when a Wall 
Street “banker” calls him up to 
let him in on a stock that is 
“now selling at $134 a share but 
will be listed soon on the Curb 
and will POS-I-TIVE-LY sell 
at $3 by the first of next month.” 





Is This Your Idea Of 
Wall Street - 





HEN you've been reading lurid fiction—or else some friend of yours has 
been victimized by a Ponzi. 


The real Wall Street is the business and financial center of the country. 
institutions supply the money with which to run business. 
house of the obligations (securities) of the nation’s industries—it acts as the 
point of contact between the public and these industries. It is the work place 
of our biggest business executives. 


Wall Street—extending from Trinity Church. New York, to San Francisco— 
is a many-million-dollars market place for office appliances, plant equipment, 
motor cars and trucks; for products or service required by financial institu- 
tions and industries; for commodities or service required by the big execu- 
tive for his individual use. 


For the most efficient means of approach to this huge market. 
use this all-executive circulation Magazine. 


We have prepared an Interesting, Mtuurated, Corculniion Analysis, besed on @ que cstommasra 
which was sont to oll our subscribers. Send far your copy 


42 BROADWAY NEW YORK 
Published Every Other © eck 
Member A. B. C 


The Leading Financial Publication with the largest circulation in ity held. 
Not connected with eny ether publication bearing # sumiler name 


It is the clearing 


feels that he can’t sleep until he 
damages the trimmer, won’t he 
please send me word so I may 
be present at the fistivities? 
Probably only one afflicted 
with ingrowing presumption or 
lése-majesté or some other 
French disorder would even 
faintly surmise that at least a 
part of the blame for the wast- 
ing of half-a-billion dollars a 
year rests on the shoulders of 
the New York Stock Exchange. 
But it might be interesting to 
Ite speculate on what the Exchange 
might do—and doesn’t—to have 
this great percentage of the 
people’s savings for legitimate 
investment purposes. 
- After the successful public 
marketings of the Liberty Loans 
gallons of ink and miles of vocal 
chords were kept busy telling 
us how the American people 
had now acquired the habit of 
investing in securities with the 
result that three-million-share 
days on the Stock Exchange 
would become as plentiful as 
cranks in Washington or Irish- 
men outside of Ireland. 


Many members of the Ex- 








Old G. C. opines that he must 
be pretty well known as a man 
of wealth, judgment and social 
position to have one of those New 
York bankers go to all the trouble 
to call him on the long-distance phone. 
Mrs. G. C. has her own opinions about 
all this but doesn’t dare to give them 
tongue. In some of the rural sections the 
men still have a certain amount of say 
around the house, and only the week pre- 
vious Mister Johnson had kicked up a 
heluva fuss because Misses Johnson had 
taken $3.85 of the money she had made 
boarding the berry-pickers and bought 
herself a new Spring hat. Just think of 
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ADVERTISING THAT EDUCATES 
One of the numerous advertisements pub- 
lished by this Magazine. We use the Mag- 
azine’s because we don’t know of any other 
organization which has conducted a simi- 

lar campaign 


true, there still remain many things which 
are veiled and not to be comprehended by 
the finite mind. And one of the great mys- 
teries is why some of these husky country- 
men don’t journey to New York and 
crack some plate-glass and scratch a 
quantity of mahogany furniture belonging 
to the dealers in putrescent securities. 


change made just such predic- 
tions and then sat back and 
waited for the pleasant days to 
come to pass. And such days surely 
and inevitably would have come if only 
a modicum of business acumen had 
been displayed by the brokers whom 
such a public participation in the mar- 
ket would have most benefited. 


Progressives Hampered by Rules 


But, clinging stubbornly to a fifty-year- 
old custom, the New York Stock Ex- 
change does not believe in advertising. A 
percentage of its members—a small one— 

(Continued on page 211) 
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France ame: 





Her Agricultural Industry—Attitude of the Laboring Classes—Why France Stays Armed—Trade 


By HON. 


Progress 


MAURICE CASENAVE 


Minister Plenipotentiary, Director General of French Services in the United States 


HE situation in France is very com- 
plex in consequence of the rush of 
events since 1914. 

To understand exactly her position, one 
must first realize that, at present, France, 
before all, is anxiously seeking complete 
security. France wishes to be absolutely 
€ertain that she will not again be sub- 
jected to the trials she has suffered; she 
wishes to be certain that the sacrifices 
she has made in lives and riches have not 
been made in vain. Remembering that 
France has lost two million of her 
physically, intellectually and morally best 
men, that her richest provinces have been 
destroyed at a loss placed at over 200 
billion francs, that her public debt has 
been increased from 34 billion francs in 
1904 to the present amount of nearly 255 
billion francs, one can understand that 
France wants before all to avoid a renewal 
of such a tragedy. 

Moreover, France knows that she can- 


not bear for long the burden of military © 


expenses imposed upon her by Germany’s 
late humor. In order to readjust her 
finances, France needs absolutely to re- 
duce her.armaments; but numerous facts 
show that the military part has not yet 


been completely destroyed in Germany. 


The “Orgesch” are still armed; the allied 
missions of control still discover arms con- 
cealed in many parts of the -country. 
Junkers are still powerful, The applause 
of the people who cheered the presence in 
full uniform, at the late Empress’ funeral, 
of Hindenburg and Ludendorf, the 
geniuses of destruction, and of Tirpitz, the 
originator of ruthless submarine warfare, 
shows that the anxiety of France is not 
vain. 

These facts prove that the spirit of a 
part of the German population has not 
changed; that this element does not ac- 
knowledge Germany’s responsibility for the 
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war. As long as this spirit still maintains 
itself and does not disappear France can- 
not consider herself as safe. Let Ameri- 
cans imagine that they had suffered as 
France did; that the United States was, 
as is France, at the door of Germany; 
they would evidently feel as France feels 
were they facing facts like those referred 

















ENTRANCE TO THE PORT OF 
MARSEILLES 
This is the chief seaport of France and of 
the Mediterranean and much of its activity 
is contributed by the silk and cotton indus- 
tries of the city itself. Principal exports 
are silks and cotton goods, soaps, hides 
and leather products. 


to above. They would also feel that 
safety, even at a great cost, was their first 
need. 

Life in France 


After the period of inflation of credit, 
which immediately followed the war, life 
has become very expensive in France be- 
cause France is dependent upon foreign 


countries for the large bulk of her raw 
materials and because she has to buy them 
at a high rate of exchange. At the same 
time, rents have risen; clerks, government 
officials, people living on a small fixed in- 
come, who are so numerous in France, 
have been the first sufferers. They have 
had to reduce their expenses and soon af- 
ter, the rest of the population has had to 
do the same. A period of industrial and 
commercial price readjustment has fol- 
lowed this period of inflation in France, 
as in other countries. Considering the 
sufferings that France has borne, such a 
period would have been a heavier burden 
for her than for any other nation, were 
not France mostly an agricultural country. 
But the crop of 1920 was above average 
and France had no cereals to buy. Re- 
ducing, also, her other purchases from 
abroad to mere necessities, France was 
able to export sufficient manufactured’ 
goods and other products, so that, during 
the first months of 1921, exports from 
France have exceeded imports for the 
first time since long years. French ex- 
change then executed a rapid ascending 
move and at the same time, wholesale 
prices of necessities began to drop. 


Foreign Trade Development 


The figures of France’s foreign trade in 
the first months of 1921, as compared with 
1920, are shown in the table herewith. 

Certain phenomena noticed above par- 
ticularly the sudden rise of the franc, are 
not without inconveniences. Through this. 
sudden rise, French manufacturers are 
suffering heavy losses on stock of raw ma- 
terials which they bought when the franc 
was cheaper. Holding in purchases means 
also that returns of the business turn-over 
tax will most probably be below estimates. 
Moreover, in spite of the efforts of the 
government, the nation has not derived 
much immediate benefit from the dropping 
of wholesale prices, as the retail dealers 
have, in many cases, refused t.) follow the 


In any case, foreign creditors of France 
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will consider with satisfaction that the 
spirit of order and economy is still pre- 
vailing among their debtors. Besides, as 
exchange is not merely regulated by com- 
mercial balance and by money remittances 





France has already made a strong ef- 
fort to diminish her external debt. It 
amounted at par to 35,328 million francs 
on the 30th of September, 1920. In Octo- 


ber of the same year, it was decreased by 



































from one country to another, but implies about 2 billion francs. At the end of 
FOREIGN TRADE OF FRANCE 
First Four Months of 1921, Against Same Period of 1920. 
First 4 months First 4 months 
1920 1921 Difference 
Imports (frs.) (frs.) (frs.) 

Foodstuffe cccccccccesccccceces 2,739,651,000 1,598,000,000 —1,141,651,000 
Raw materials ....ccccscscccee ,199,976,000 3,559,000,000 —1,640,976,000 
Manufactured goods .......... 2,714,930,000 1,961,000,000 — 753,930,000 

Total cccscca SUdeckae stabs 10,654,557,000 7,118,000,000 —3,536,557,000 

Exports 

PoeGRes .ccccccccccccceseces 474,522,000 700,000,000 + 225,478,000 
Raw materials ........csseeees 1,237,971,000 1,762,000,000 524,029,000 
Manufactured goods .......... 2,861,362,000 4,520,000,000 1,658,638,000 
Postal parcels ...c-ccccccccess 197,041,000 418,000,000 + 220,959,000 

Theta . os00c6eds cece opscceses 4,770,896,000 7,400,000,000 + 2,629,104,000 
Trade Balance: 

First 4 months 1920: Adverse—5,883,661,000 frs. 
First 4 months 1921: Favorable—282,000,000 frs. 
also an imponderable element of con- April, 1921, it had decreased to 32,532 


fidence, the rapid rising of the franc shows 
that the business men of the world are 
still trusting the future of France. 

Conditions of public finances in France 
are manifestly involved. War increased 
the public debt eightfold. The last budgets 
of 1920 and 1921 have been divided in three 
parts: (1) The Ordinary Budget, cov- 
ering the current expenses of the 
Government; (2) The Extraordinary 
Budget, covering non-renewable ex- 
penses; (3) The Special Budget, cover- 
ing expenses advanced by the French Gov- 
ernment, but recuperable from Germany, 
as expenses for reconstruction and pen- 
sions. 


For 1920, the ordinary 
budget amounted to 
the extraordinary budget 

to 7,948 million 
21,051 million 


21,852 million 


the special budget to 


ME: cite che. aswdas 50,851 million 


In 1921, the budget has been reduced by 
the Finance Committees of both the Cham- 
ber and of the Senate, owing to these re- 
ductions, 


the ordinary budget 
amounts to 22,546 million 
the extraordinary budget 
to 2,837 million 
the special budget to 16,539 million 


41,921 million 


Revenues Increasing 


Since the end of the war, French rev- 
enues have been constantly increasing. In 
1919, they exceeded by 70% those of 1918 
and in 1920 they exceeded by 100% those 
of 1919. Although the industrial crisis 
might have, at least temporarily, an un- 
favorable reaction on the revenues of 
1921, France has been able, for the first 
time since the beginning of the war, to 
produce a budget showing a decrease if 
compared to the budget of the preceding 
year, the present one being 9 billion francs 
less than the preceding. Nobody can fore- 
see at present how the budget of the pres- 
ent year can be balanced other than by 
a loan. This year a national loan will 
have to be floated by the Government. 
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million francs. 

The debt owed to the United States was 
reduced from 18,608 million francs in 
September last to 17,656 million francs on 
the 28th of February, 1921, by buying ex- 
change or sending gold. Interests on the 
sale of the stocks were paid to the Ameri- 
can Government. French Treasury bonds 
amounting to about 416 million francs on 
the 3lst of October, 1920, have been nearly 
repaid. 

France wants to pay her debts; she is 
asking confidence from her creditors, and 
the above figures prove that she deserves 
it, 

The People Work 
Visiting the invaded regions, I was 





amazed at the work already accom- 
plished. It answers the old lie that 
France is waiting for payments from 
Germany before going to work. Ex- 
cept in the neighborhood of Verdun 
and of a limited number of places where 
artillery has hopelessly destroyed all 
arable land, fields are showing the same 
aspect of prosperity as they did before 
the war. The remarkable common 
sense of the French peasant induced 
him to cultivate his fields again before 
rebuilding his house. He lives with his 
family in a dugout or in a wooden or 
tin hut, but his field is creating the 
riches which will enable him to rebuild 
a proper house. The sight of these 
men, women and children working in 
their fields is really comforting and in- 
spiring. They seem strong, healthy, 
perfectly clean, even happy and smiling 
in spite of their hardships. Their cour- 
age made possible the excellent crop of 
last year, which helped so wonderfully 
our country. 

Industrial reconstruction is pursued in 
the same manner: First, manufacturing 
plants and mines, and later residences. 
Thus, 80% of the manufactures have been 
rebuilt and are working over 370,000 work- 
men are employed, outside of 77,000 still 
working on reconstruction. Some 447,000 
men are working in industries which, be- 
fore the war, employed 800,000 men. 

But populations cannot forever be work- 
ing and at the same time be living in dug- 
outs. Homes have to be rebuilt. At- 
tempts have been made toward this end, 
by the government and by private enter- 
prise. The French Government makes 
advances, encourages cities, corporations 
or associations to raise loans” A special 
bank, the “Crédit National,” has been cre- 


(Continued on page 217) 

















PANORAMIC VIEW OF PARIS 


Taken from a window of the Hotel de l’'Opera and showing the River Seine and the 
fashionable Champs de Elysees, which corresponds to New York's Fifth Avenue 
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Our New Foreign Policy 

New Administration Takes Broader View of Relations with Europe—Facts Supplant Theories in 
Washington—America the World’s Financial Dictator 

By THOMAS B. PRATT 


NLESS all present signs are mislead- 

ing, the United States is entering 

upon a new phase of its economic 
and political life. For forty years following 
the Civil War the country went through a 
remarkable period of commercial and in- 
dustrial expansion in which the financial 
leaders of the nation assumed a dicta- 
torial attitude towards public questions. 
The power of these leaders was almost 
unlimited and this power was abused re- 
peatedly to the detriment of the public. It 
is quite probable that our industrial ex- 
pansion would not have been as rapid as it 
was in that period were the restraining 
influences of legislation in effect that have 
marked the past twenty years. On the 
other hand, it is also fair to assume that 
the pendulum would not have swung as 
far in the other direction as it did with 
the increase in power of the so-called 
radical element if there had been a dis- 
position on the part of the business and 
political leaders in the eighties and nine- 
ties to give some concern to public opinion. 
At any rate the pendulum did swing in 


the opposite direction and the government 
came under the control of a group who, 
mostly through ignorance, believed that all 


our history. Our industrial expansion 
slowed up, our railroads became the prey 
of politics, our business leaders became 
discredited through muck-raking, and the 
development that we might have expected 
in our foreign trade was not forthcoming. 
Then the war came and with it an un- 
healthy expansion and over-extension, fol- 
lowed naturally by the period of depression 
through which the country has been pass- 
ing since last fall, 


The New Administration 


The war, however, disclosed the eco- 
nomic folly of the policy we had been fol- 
lowing, and it only remained for the pres- 
ent administration to recognize this folly 
and adopt a more reasonable course. This, 
from all present indications, has apparently 
been done. President Harding, in his re- 
cent speeches in New York, followed by 
the dinner at the White House at which 
several of the financial leaders of the 
country were present, has plainly indi- 
cated that the administration views the 
present situation from a sound economic 
standpoint. It is one, in his opinion, that 
must be worked out in co-operation with 
the commercial and financial experts of 
the country and not solely with the poli- 
ticians. This policy was first indicated in 
the announcement by the State Department 
concerning the dispute over the bounda- 
ries of Germany and Poland. We are not 
concerned with the politics of that dispute, 























TABLE I—TOTAL U. S. DEBT IN 1928 
(See Text) 
PRE-WAR DEBT. 

Title of Loan Due Amt. Outstdg. 
EE. ned sa x0<desbaeahteeencvektebanechatecesnan 1930 $599,724,050 
GEG Glndevtaurnesncuagdinaseteetgadendieedsinesbesdhed 1925 118,489,900 
CORED. avoceusnesanst0ees ch stone sasdeudenesuseaneass 1916-36 48,954,180 
SD - inn0500sc adcnvunes cecneeveésabbabvehuck ceswkinh 1918-38 25,947,400 
GEL, . itd cncuceghcteheoyscbiedesaksaabebenéaseten 1961 50,000,000 
GR IOS n obececcstcccecahGbbbbconeesuib osecobas 28,894,000 
SE II 60 0csceesndscthchvatesenmnabicdsteotaenes 11,718,240 

Pe SE TI, Side nedad'e.100c0rus co otbeendiecedndatnennetadabheduameae $883,728,270 
LIBERTY LOANS. ) 
BOG ha detadetbucmckcuhut iid duiceadteewentecévesscebeieeus 1932-47 $1,952,299,850 
OOS. We acddincccnscccctocdweascegecccansesnccéscccéceatensed 1927-42 3,318,518,800 
EIEN 4edodseWestascrecenesvevebhats csdasddanewcedenwadeter es 1928 8,644,456,250 
BD “cccwcdibsvccteacenvendeighiecssonsdbavene ctbesauanbesd 1983-38 6,359, 100,900 
MN ncn ccdssceSendetsendbentesss Gtbacnettconadihecscetincncbibinnceseal $15,274,375, 800 
BREE URS. a dacccwoesencendescccessstsunds Cabebcdas ens dcdeuacdebionl va 16,158, 104,070 














our economic ills could be cured by legis- 
lation. This influence was so great, in 
fact, that even during the war, when every 
ounce of our economic strength had to be 
concentrated upon one object, legislation 
was enacted without any regard to eco- 
nomic law or without consultation with 
the business and financial leaders of the 
country. Prior to the war we went 
through a period of legislation affecting 
our economic life that is unprecedented in 
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but we are concérned with the economic 
effects of whatever settlenient may be 
made. 

The administration could not have found 
a better medium for announ¢ing its policy 
to the country than in the problem of the 
debt of Europe to the United States, and 
it was prompt to avail itself of this means. 
The dinner at the White House was held 
for the purpose of discussing this subject 
primarily, although other questions were 


gone into at some length. The amount of 
this debt is approximately ten billion dol- 
lars. Europe is not in a position to repay 
it at present, and in fact is in urgent need 
of further loans from, investors in the 
United States. Owing to Europe’s finan- 
cial condition, she is’ unable to continue 
the purchase of foodstuffs and raw mate- 
rials in large quantities in this country 
and as a consequence our foreign trade has 
fallen off materially. This fact, which is 
recognized all over the country, is largely 
responsible for our present industrial de- 
pression. For months propaganda has been 
spread throughout the United States, both 
by the government and private interests, 
on the subject of our foreign trade and 
the necessity for taking measures to main- 
tain it. The ground was well prepared, 
therefore, for the President’s conference 
with bankers and for the announcement of 
a policy by the administration. 


Our Foreign Relations 


One of the more important developments 
disclosed after the White House confer- 
ence was the fact that the financial leaders 
of the country and the administration are 
in accord regarding our economic relations 
with other nations. It is proposed to pre- 
sent a united front to the rest of the 
world on questions relating to our eco- 
nomic welfare. The reason for this is 
obvious. Our prosperity depends in large 
measure upon the recovery of other na- 
tions from the effects of the war. We 
have built up a plant that is capable of 
producing far more than we can ourselves 
consume and the surplus must find a mar- 
ket in other nations in order that this 
plant may run to capacity. As Europe’s 
purchasing power is dependent in some 
degree upon her ability to borrow in this 
country, in order that she may regain 
her position in the economic world, we are 
vitally concerned in the methods she em- 
ploys in the reconstruction period. The 
politics and traditions of Europe are dif- 
ferent from ours and difficult for us te 
understand. It is felt in this country, 
however, that Europe should cease her 
petty quarrels, should make strenuous ef- 
forts to deflate her currencies, and should 
center all her efforts on production so that 
she may pay her debts. 

Of these debts we are most concerned 
with the ten billions owed the United 
States Government. It is not well, as both 
the President and the Comptroller of the 
Currency have pointed out, for one govern- 
ment to owe another government. It is 
particularly embarrassing to the State De- 
partment. One of the first problems of 
the government, therefore, is so to ar- 
range this debt that it will least interfere 
with the government’s foreign policy. The 
administration has realized that in order 
to be best prepared to deal with foreign 
nations it must have the active support 
and co-operation of the banking interests. 
With such support and co-operation, the 
government will have behind it the eco- 
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nomic force of the country and this is its 
strongest argument in the present unsettled 
condition of the world. 

It is the plan of the government to re- 
fund the present Allied debts to the United 
States in such manner that the govern- 
ment will be able to dispose of them to 
individual investors should the opportunity 
arise. This, of course, will take many 
years. There are too many obstacles in 
the way of this plan at present. The 
debtor nations are paying or being charged 
with interest at the rate of 5% on these 
debts, whereas the rate for foreign gov- 
ernment loans in the open market at 
present is 8%. This is what France had 
to pay last month in this market. Fur- 
thermore, it will be difficult to distribute 
such a volume of securities in this coun- 
try. It has been proposed that the Lib- 
erty Loans coming due in the next three 
to five years be paid off with the proceeds 
of such sales, but holders of Liberties 
would not substitute them for foreign ob- 
ligations unless there were excellent in- 
ducements. There are also difficulties in 
the way of getting the debtor nations to 
agree to an increase in the rate of interest. 
There is a strong feeling in some coun- 
tries, and even among many leading bank- 
ers and economists in this country, that 
part, if not all, of these debts should be 
cancelled. A proposal coming from the 
government requesting an increase in the 
rate of interest would not improve our 
standing with these nations and might 
seriously retard our efforts to assist them 
in their reconstruction problems, besides 
raising a storm of protest in this country. 


Refunding to Be Continued 


It is the plan of the government to go 
ahead with its refunding arrangements with 
European countries as recently announced 
by Secretary of the Treasury Mellon. Ne- 
gotiations are about to be resumed with 
Great Britain and it is expected that defi- 
nite terms for the repayment of that coun- 
try’s debt to the United States will soon 
be reached. In the meantime, the Treas- 
ury is completing its plans for taking care 
of the floating debt and Victory notes that 
come due in the next few years. These 
are as follows: 

Due Amt, Outstdg. 
Me ouiNde tense 1921 $2,819,788,450 
Notes 1922-23  4,069,252,555 

avings Securities. 1923-25 713,879,171 


$7,603,920,176 


Title of Loan 
Certificate of Indebted- 

ness 
Victor 
War 


Total 


The Treasury plans to pay off this debt 
at the rate of one billion dollars each 
year. This plan calls for frequent offer- 
ings of. certificates of indebtedness or short 
term notes with varying maturities, and 
with the proceeds of such offerings the 
floating debt and Victory notes will be 
retired gradually between now and 1928. 
This plan of retiring the short term in- 
debtedness of the nation will leave the 
government free to refund its entire in- 
debtedness into a long term issue should 
money rates get down to around 4%. 

With the floating debt paid off as well 
as the Victory Notes, the debt of the gov- 
ernment in 1928, if this plan is carried out 
as above, will be as shown in the Table I, 
herewith. 

The total debt of the government is, 
therefore, approximately $24,000,000,000. 
There is owed to the government by 
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foreign countries about $10,000,000,000, 
leaving a net debt of $14,000,000,000. If 
the plans of the Treasury Department 
are carried out, the net debt of the 
government in 1928 will be under 
$7,000,000,000. 

The Administration has also announced 
that it will scrutinize carefully all for- 
eign government loans floated in this coun- 
try through private bankers. Its object 
in this is to see that the proceeds of such 
loans are spent in this country, in order 


countries our industries are kept busy, 
thus providing employment for our labor 
and profit for our capital, This profit 
constitutes our surplus for investment, 
and when we provide other nations with 
the funds to purchase goods in this coun- 
try, we also provide our investors with 
additional profits to finance our own indus- 
tries, 
The Policies Summed Up 

Summing up the developments that have 

been disclosed as a result of the announce- 

















TABLE IIL—ADVANCES TO FOREIGN COUNTRIES. 

Amount of cash actually loaned by our Government to allied nations during the war, with 
unpaid interest to October, 1920, and excluding further interest which has not been officially 
computed to date; the amount outstanding with private investors in this country on foreign 
Government flotations, and the total thus lent by America to aid other countries in war and 
reconstruction, are summarized by THE WALL STREET JOURNAL as follows: 

Advanced Advanced 
by VU. 8. by U. 8. 
Government investors Total 
IIE dnnccncuaabubebuetadests eed $4,591,582, 824 $543, 586,100 $5,135, 168,924 
TERED «cub Whabdeteceabesevecessscsecesose 3,209, 002,503 290,000,000 3,499,002, 508 
BOGE ppcdtasene nar cccensentsoeneeesenss< 1,768,292, 763 25,000,600 1,798,292,763 
INT ce cae sin 50486 Chane c9cebssdedorce 374,553,563 105,000,000 479,558,563 
BOI... baasncntenscccamattoavseesbosecces SE ee 208,921,591 
SIE, a kcdknccnenassaccsesccscs Se Ss ktcawen 65,253,196 
GE Sab hn bc leuednpbanebisccosececcece — °°. nevenecs 48,236,629 
a Se er ry ee ee ae" Rf ekeeeee 28,778,465 
I Gi 6 ES We ed 0 bedeeNevocéoocsete Ee ee 21,605,121 
i RNA. ccs aes awen dd bee aeeeRhndsége cubes ee SrA, ” eeededbe 10,000,000 
IED, + ndeecedud (cb ees cowoneqanebeceses a a 27,618 
DE dearasncasemusconcenteantesbepund.: enginecs 134,500,000 184,500,000 
PE « cenectivinebnetoeseseasgases.. e00s6ece 67,000,000 67,000,000 
Dh pcheetetdebROGiAGGOAhebAbtinn,  epbtonnh 55,000,000 55,000,000 
ie i ee aaa | lot eeetee 53,500,000 58,500,000 | 
Di ctcaschateateebeetesesGecased. § ccccesse 29,000,000 29,000,000 
URRY Gubbeadbcheesnncconsdescncvaneses§ 8 «——s_ ees ncnce 25,000,000 25,000,000 
SEED | Sane hes eceecoceccceasecesesoedse «ss. ces esece 24,000,000 24,000,000 
deed ucdeeetauemeeenehhs i § eb6d0ecee 6,000,000 6,000,000 
DS cudesbihbechdéceketdbebeceetntuce. ea eannd 5,500,000 5,500,000 
0) a $9,597,518,741 $1,363,086, 000 $11,689,340,878 














that agricultural and commercial interests 
of the country may profit through the ex- 
port of our products. This statement 
was made, doubtless, to allay the fears of 
Congress that the lending of money to 
foreign nations deprives home industries, 
and that if the money is not spent here it 
will be used to purchase goods of: our 
competitors. Actually, all money bor- 
rowed by foreign nations in the United 
States is spent here in one form or an- 
other, and if not by the borrowing nation 
or its citizens, then by some other debtor 
nation or its citizens. A borrowing nation 
does not borrow cash. It obtains, when 
it borrows, the right to certain goods or 
services from the country in which it bor- 
rows. That right may be transferred, if 
it is deemed to the best interests of all 
concerned, to another country, This was 
the case of the Norway loan floated in 
this country last fall. Norway borrowed 
money here to buy ships in England. We 
loaned Norway goods or services. Nor- 
way, however, wanted goods from Eng- 
land and England wanted goods from the 
United States. England took our goods, 
gave Norway her ships, and our investors 
received a mighty good obligation in the 
form of the bonds of the government of 
Norway. The entire transaction bene- 
fitted all three countries. So it is with all 
international loans that are used for pro- 
ductive purposes. When the investors of 
the United States lend money to other 


ment by the Administration of its policies, 
we find: 

First, that it is the intention of the Ad- 
ministration and the financial interests of 
the country to present a united front to 
the rest of the world in regard to such 
matters as affect our economic well-being. 

Second, the Administration and the 
leading financiers of the country are in 
accord regarding the plans of the Govern- 
ment relating to the retirement of the 
floating and short term indebtedness of 
the Government. 

Third, they are also in agreement in 
respect to the policy to be pursued rela- 
tive to the foreign debt to the United 
States Government. 

Fourth, the Government is vitally inter- 
ested in the economic welfare of Europe 
and plans to use its influence to assist 
other nations in their reconstruction 
problems, even applying economic pres- 
sure if it is thought necessary. 

Fifth, that foreign loans will continue 
to be financed in this country by private 
bankers, but that so far as possible the 
proceeds of such loans will be used tq 
refund outstanding indebtedness or to 
purchase goods in this country. 

There is considerable feeling among 
many bankers and economists in the 
United States, as stated above, that part 
of the Allied debt to the United States 


(Continued on page 198) y 
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Lumber Industry Stabilizing 


Billion-Dollar Business, Which Reflects General Trade Position, Believed to Be Working Out 


“LOWER PRICES IMPROBABLE”— 
T. J. WILSON, CHAIRMAN, RAY H. 
BENNETT LUMBER CO., _ INC., 
NORTH TONAWANDA, N. Y. 


The predominating feature in the lum- 
ber industry today is LACK OF DE- 
MAND. This has resulted in very marked 
recessions in prices. The prices being 
quoted today, in many known instances, are 
considerably below what would be justified 
when the cost of production is taken into 
account. This is particularly true in re- 
gard to Hemlock and Yellow Pine lumber. 
Both of these woods are now being offered 
by the mills at less than today’s cost of 
production. This is entirely due to the 
fact that building has been far below 
normal notwithstanding the great shortage 
of houses that extends throughout the 
country. 

The price of West Coast Lumber is as 
low as it can be expected to go unless the 
labor which enters into the manufacture 
of lumber is very much reduced. 

White Pine Lumber perhaps, has not yet 
reached its low level. White Pine manu- 
facturers have been in a stronger position 
than the manufacturers of Hardwoods, 
Yellow Pine, Hemlock or Coast Timber. 

I do not believe, on the whole, that 
we can expect to see much, if any, 
lower prices for lumber with the pos- 
sible exception of white pine, and 
should building be resumed to any- 
thing like normal proportions, I would 
naturally expect to see prices stiffen 
very materially for yellow pine, hem- 
lock, spruce and coast forest products. 

Practically all kinds of lumber, with the 
possible exception of White Pine, have 
dropped at least 50%, which is consider- 
ably more than most others of the basic 
raw materials, and as stated above are 
now being offered at less than the cost of 
production. 





“WE LOOK FOR ADVANCES”—JOHN 
RAINE, PRESIDENT, THE MEAD- 
OW RIVER LUMBER CO., 
RAINELLE, W. VA. 


Our own business has been steadily in- 
creasing in volume since the turn of the 
year, The sales for the first two weeks 
of May exceeded those for the whole of 
January. 

We look for the decline in values of 
low grades, now much below the cost 
of production, to soon cease and ad- 
vances to set in. 

We look for early settlement of the big 
problems of foreign trade, transportation 
and labor; and when this is accomplished, 
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a speedy revival of sane business that will 
be long continued. 





“BUSINESS WILL IMPROVE GRAD- 

UALLY”— CHARLES S. KEITH, 
PRESIDENT, CENTRAL COAL & 
COKE CO., KANSAS CITY, MO. 


The lumber situation, from my point of 
view, is about as follows: 

On account of the prices prevailing since 
the first of the year, production has de- 
clined to a point below both sales and 
shipments and as a result, stocks are de- 
clining and orders are accumulating. The 
natural tendency will be, when sufficient 
orders have been accumulated to restore 
the normal relation of stocks and orders, 

















Photo Brown Bros. 
IN THE MUIR WOODS 
The redwoods and the big trees of Calif- 
ornia are unique. The redwoods are con- 
fined to an area of about 2,000 square 
miles while the big trees occur in scattered 
groves, average height 275 feet, diameter 
near ground 20 feet and some imens 
are estimated as being 2,220 years old 


or supply and demand, prices will increase 
and with increased prices a greater per- 
centage of production will naturally come 
into play. We are anticipating that our 
business will gradually improve; that 
we will begin to see the effect of ac- 
cumulating orders and enhanced prices, 
on or about the first of August. The 
movement in prices, however, will be 
slight, as the higher the basis of prices, 
the greater will be the quantity of 
production which will resume opera- 
tions, and this resumption of produc- 


tion will have a tendency to stabilize 
prices somewhere near the present 
basis. We are anticipating that by the 
first of November there will be a de- 
cided movement upward in the volume 
of business, and we believe that the 
year 1922 will show a marked improve- 
ment over this year. 

Costs of production have materially de- 
clined as labor has been largely liquidated 
since the first of the year in the South. 
This of course will have a tendency to 
keep prices on a lower basis. 

The easing of domestic credit and a con- 
tinual improvement in foreign exchange 
should result in some buying on the part of 
Europe. 

It is my conclusion that the present 
capacity to produce lumber is only 60% 
of what it was before the war. In 1915 
the United States produced 45,000 million 
feet of lumber but I do not believe it could 
produce to exceed 32,000 million feet now. 

With the movement which should natur- 
ally flow from the easing of credits, prices, 
in the face of the present demand for 
housing facilities, the United States alone 
can consume the entire production of our 
country for some years to come without 
any foreign business. 





“TIME TO PUT IN NORMAL STOCKS” 
—W. T. CULVER, VICE PRESIDENT, 
THE STEARNS SALT & LUMBER 
CO., LUDINGTON, MICH. 


The present conditions in the lumber 
business are far from satisfactory. Prac- 
tically all of the lumber firms in Michi- 
gan and Wisconsin are loaded up with 
high priced lumber and high priced logs, 
owing to the fact that a large percentage 
of these logs is hardwood that cannot 
be stored without serious loss. It is nec- 
essary for the mills to continue operations 
for the present. 

The buyers of lumber are reducing 
stocks on hand and will buy lumber for 
immediate necessities only, so that the 
burden of carrying surplus stocks is placed 
on the manufacturer. 

The country at large, however, is short 
of homes as well as the furniture to put 
in the homes, and when the buyers begin to 
buy for stock, as well as actual require- 
ments, the lumber conditions will improve. 

This is really a time when the buyers, 
not only of lumber but other material, 
should begin to put in normal stocks, 
for, in my judgment, the bottom has 
been reached in almost every depart- 
ment of business, and the buyer who 
takes advantage of the present condi- 
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tions will be fortunate, for there is a 
possibility, if the buyers are holding 
off until the last moment, of their be- 
ing short of desirable material. 

While we believe the lumber business 
will be one of the first branches to move 
upward, no material change will be brought 
about until conditions of all lines get back 
to normal, 





“PRICES HAVE TOUCHED BOTTOM” 
—F. L. PECK, PRESIDENT, UNITED 
STATES LUMBER CO., 
SCRANTON, PA. 


I have just returned from a trip to 
Mississippi and Louisiana where I am in- 
terested quite extensively in the manu- 
facture of Yellow Pine. It seems to me 
that there is a very much better feeling 
generally in business now than there has 
been for some time, and I believe that we 
are going to have a good lumber market 
in the near future. Our orders have in- 
creased materially in the last month, and 
we now have about all the business that 
we can take care of. Prices, I believe, 
have touched bottom, and there should 
be a gradual improvement from now 
on. 





“PACIFIC COAST TIMBER TO WORK 
HIGHER”—S. E. WHEELER, PRESI- 
DENT, THE PORTLAND TELE- 
GRAM, PORTLAND, ORE. 
Under normal conditions the lumber 
market of this section is made up about as 

follows : 


NS ee D% 
Rail shipments to the East 
(mostly to farmers of mid- 
CE wii 5G Savini 30% 
Coastwise trade ......c0.ccceee % 
OR chet WinOe sé. iibeu ks ciicus 10% 


On January first of this year the rail- 
roads were practically broke, the farmer 
was practically broke and while the Cali- 
fornia market and off shore trade were 
fairly good the market was in shape to 
absorb only about 50% of the normal 
production. 

With wages and other costs of produc- 
tion coming down very rapidly for the 
farmer, and with the railroads slowly but 
surely getting organized in better shape, 
with higher earnings and lower costs, with 


peace conditions abroad calculated to 
stimulate the off shore market, fundamental 
conditions, which will ultimately make our 
market, are considerably improved. 

This too is in our favor. Every week 


since Jan. Ist or practically every week the 
figures of the West Coast Lumber Associa- 





ONE OF OREGON’S BIG TREES 


This state is one of the biggest lumber 
producers in the United States and fur- 
nishes principally fir timber 


tion show that orders and shipments have 
exceeded production. During the cor- 
responding period of 1920 the reverse was 
the case. Stocks on hand are being con- 
sistently reduced. 

While there is a good deal of talk about 
construction at the present time not re- 
quiring much lumber it is worth noting 
that a concrete structure usually takes as 
much or more lumber in the shape of posts, 
braces, forms, bents, etc., than if built 
entirely of wood. The country is way be- 
hind in its building and when we are all 
assured that the bottom has been reached 
in wage reductions and other building costs 
there is almost sure to be a great deal of 
new construction, 

We can’t tell what iron ore beds or 
minerals of other kinds may in the future 
be discovered but we know just how much 
standing timber there is in America. 





We know that with an increasing de- 
mand and a decreasing supply, ulti- 
mately there is nothing ahead of Pacific 
Coast timber but higher valuations. 
This section, together with the whole 
of our country, is going through a 
period of slow, healthy convalescence. 


“NUMEROUS OBSTACLES HAMPER 
TRADE”—G. E. BREECE, PRESI- 
DENT, McKINLEY LAND & LUM- 

BER CO., ALBUQUERQUE, 
NEW MEXICO 


All grades of lumber are moving very 
slowly and at prices averaging little more 
than half those of a year ago. The cur- 
rent depression is the result of many fac- 
tors. 

First, during the last 8 months, not 
more than 8% of the lumber exported be- 
fore the war has been exported. 

Secondly, American railroads, which 
normally consume about 33% of the 
country’s lumber, have been using practi- 
cally none in the Iast 6 months—not more 
than 8% of the normal consumption, I 
think, 


Another important handicap has been the 
attitude of the building trades unions, 
which have tried to maintain war-time 
earnings and thereby deterred new building. 

Wide-scale unemployment has retarded 
the purchase of furniture, The canning 
industry, normally using large amounts of 
lumber for cannery boxes, has been de- 
moralized. The very cold weather of late 
April and early May killed a great deal of 
fruit throughout the country, thereby les- 
sening the demand for fruit packages. Also, 
awful freight rate increases have prohibited 
the shipment of much fruit, lettuce and 
other garden products which normally take 
a large amount of crating material. 

In the last six months, I believe con- 
sumption of lumber has fallen off 60%. 
Although manufacturers have stopped their 
mills and cut output possibly 50%, the 
only mill of any note now running in the 
State of New Mexico is that of the Mc- 
Kinley Land & Lumber Co. This company 
will only be able to run its mill about three 
months longer before its yards will be full. 

The market for Western White Pine, low 


(Continued on page 207) 

















LOGS ON THE WAY TO THE MILL 


From the coast to the Cascade Mountains Oregon is heavily timbered. The most important tree is the Douglas Fir (Oregon Pine), 
often reaching a height of 300 feet. It furnishes more commercial lumber to the acre than any other American variety 
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A plantation of 5,000,000 rubber trees owned by the United States Rubber Company and made from a jungle wilderness. 


Crude Rubber 


The Industry’s Rise and Fall—When Will Prices Recover?—Why the Slump Set In 
By RICHARD HOADLEY TINGELEY 


UBBER is the youngest of the world’s 

big industries. Compared with other 
essentials such as cotton, wool, iron 
and the food-stuffs whose history dates 
back to the earliest ages, rubber is but 
a child and its development has been so 
rapid that it is now suffering from the 
growing pains that sometimes attack 
those of tender years. Growing pains, 
however, are not a serious disorder and 
there are none that do not believe the 
patient will recover in time. 

Compared with other big business, crude 
rubber had a hard time of it during a 
period when other industries were boom- 
ing, in that it is the only essential com- 
modity that did not share in the general 
price advance that took place after the 
armistice. On the contrary the price 
slowly and steadily declined from the 
maximum government fixed war price 
of 63 cents a pound, so that, at the 
‘present time, the market price of 
around 16 or 17 cents is generally con- 
ceded to be below the cost of produc- 
tion except on estates of small capi- 
talization and low overhead. The 
reason for this is over-production. 
Other industries are suffering from over- 
production, but they first enjoyed a long 
period of prosperity. Rubber, however, 
entered upon the inflation era with such 
a large surplus stock that it was shut out 
from participation in the business boom 
of 1919 and 1920. 


Rubber and the Motor Industry 

Automobile tires and tubes consume 
70% of all the crude rubber grown and, 
as the tire business forged ahead with 
rapid strides, rubber production rose to 
meet the demand. In 1908 there were but 
65,000 motor vehicles manufactured in the 
United States. By 1920, this had been 
increased to 2,205,197. In 1908, the total 
world’s production of crude rubber was 
65,400 tons, of which but 1,800 tons, or 
less than 3%, were cultivated plantation 
rubber from the Far East, the balance 
coming from the Amazon largely. With 
a foresight almost uncanny rubber pro- 
ducers saw that Brazil could not be 
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counted upon to produce rubber fast 
enough to meet the increasing automobile 
demand and they speeded up the Oriental 
production so that, by 1920, the figures 
had taken a remarkably different turn. 
Total production had reached 343,731 tons, 
of which 304,816 tons, or 89%, were grown 
on’ the plantations of the Far East. 

The growth of the automobile industry 
has been phenomenally rapid, but the 
plotted curve of car production shows that 
it suffered one serious set-back—namely, 
in 1918. The curve of rubber production, 
however, shows no such break—and here- 
in lies one of the causes of the trouble. 
Ample warning was given the rubber pro- 
ducers in 1918 that they had better watch 
out for their production increased from 
265,698 tons in 1917, to 296,679 tons in 
1918, while the production of automobiles 
fell from 1,868,974 to 1,153,637. A sur- 
plus of rubber then began to accumulate 
and has been accumulating ever since. 
Last Summer, when things began to look 
serious, a halt was called, and producers 
began systematically to curtail their out- 
put. 

The two industries—rubber and auto- 
mobiles—are so closely linked that the 
prosperity of the former is largely de- 
pendent upon the prosperity of the latter. 
Motor production increased in 1920 over 
1919. This increase came in the early 
months of the year. In the latter months 
production fell off to an alarming ex- 
tent. The 1921 monthly production figures 
are not at hand, but if available, would 
undoubtedly show still further declines and 
there are few that doubt the total 1921 
production of cars will be far under that 
of 1920. 


Curtailment in Rubber Production 


The curtailment in production of planta- 
tion rubber has not, as yet, checked the 
accumulation of surpluses for the reduc- 
tion in tire manufacture has been just 
as drastic. Considerably more than a 
half of the rubber produced in the world 
comes from the Malay Peninsula. When 
the slump of last Fall became acute and 
promised to be lasting, the Planters’ As- 
sociation of Malay began a systematic 


campaign to reduce production. Its pro- 
posal was a compulsory reduction of 50% 
in the output of all rubber estates in the 
Peninsula and was to apply to the 1920 
rate of production. Estates unable to con- 
duct business owing to lack of funds were 
to receive assistance from the govern- 
ment, 

The proposal was agreed to by the gov- 
ernment of the Federated Malay States 
but before it could become operative it 
was necessary to obtain the approval of 
the Secretary of State for the Colonies at 
London. Between the Secretary and the 
officers of the Rubber Growers’ Associa- 
tion, with whom he consulted, the scheme 
fell down. Unable to carry out the 
original plan which, if it had become op- 
erative, might have materially aided the 
situation, a compromise measure was in- 
augurated last November (1920), calling 
for a 25% reduction on the basis of the 
estimated crop of 1921. The net result of 
the movement has been most conflicting. 
According to unpublished cable advices 
received very recently by F. R. Hender- 
son and Company from its Singapore cor- 
respondent, Henderson Brothers, Ltd, 
many planters have carried out the plan 
according to the agreement; others have 
reduced 40% to 50%; some have con- 
siderably increased their crops, and some 
have ceased tapping altogether. Accord- 
ing to these advices the native estates of 
Malay and those ‘locally owned have now 
reduced their output about 25% below 
that of a year ago by adopting the plan 
of alternate day tapping or resting the 
less profitable areas. The Chinese estates 
have been hard hit because many of them 
are small—from 5 to 50 acres—and their 
output of an inferior grade and hence un- 
salable. Being dependent upon rubber for 
their daily existence many have abandoned 
the field for other pursuits and the prob- 
able reduction from this quarter will be 
25% to 30%. The larger European 
estates will, by the same advices, show 
a curtailment of from 12% to 15%. As 
a net result it is estimated that Malaya 
is now producing rubber at the rate of 
at least 20% and possibly 25% less than 
at this time a year ago. It is quite gen- 
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erally believed that this reduction will 
be more pronounced as the year advances 
unless prices show considerable improve- 
ment for the simple reason that a — 


majority of the estates cannot 
ber at a profit on present prices an with 
Pog ne Akron tire production was speeded, too, 


naturally fall by the wayside. 
true. or not, that America is “coming 
back” into the market is likely to destroy 
all the well laid curtailment plans and 
to still further complicate matters, for 


Malaya’s only hope is ina long continued: 


and determined retrenchment. 


Stocks of Rubber 


No really reliable statistics of the 
stocks of rubber held in this country or 
elsewhere are available since the first of 
the year. Indeed, no figures of this kind 
can be taken with any great degree of 
confidence because producers, dealers and 
manufacturers are loth to tell of their 
own holdings, regarding such information 
as one of their trade secrets. From the 
best information obtainable, however, the 
position of stocks held at the present time 
seems approximately as follows: 


In America 110,000 Long tons 
In London 60,000 Long tons 
In Singapore 25,000 Long tons 
In Colombo 5,000 Long tons 
In Dutch Indies 15,000 Long tons 
In Estates 35,000 Long tons 
Afloat 35,000 Long tons 

Elsewhere 20,000 Long tons 

Total 305,000 Long tons 


Last October I made a careful canvass 
of the American position in stocks of 
rubber for the London Financial Times 
which disclosed a holding in this country 
at that time of about 100,000 tons which, 
if both figures are correct, shows an in- 
crease of 10,000 tons. As a check on the 
above I quote from the Henderson Singa- 
pore dispatches, “Although we have no 
means of proving it, we do not think an 
estimate of between 60,000 and 100,000 
tons for the Middle East far out, but no 
one can do more than guess at the fig- 
ures.” The 60,000 to 100,000 tons held 
in the “Middle East” compares with the 
quantities I have quoted in the above 
table, held in Singapore, the Dutch Indies 
and on the estates, of 25,000, 15,000 and 
35,000 tons respectively (75,000 tons). 

Good business 


mediately the big Akron and other fac- 
tories began to expand and to take on ad- 
ditional help. For a little while Goodyear 
was turning out tires at a rate of 19,000 
a day; Goodrich, 15,000; Firestone, 20,- 
000, and others in much the same ratio. 


for a short time to approximately 75% 
of its normal. The boom, however, was 
but short-lived—a sort of imitation of 
what comes about every Spring when 
the automobile season sets in—and when 
the demand suddenly slumped, as it very 
shortly did, down went production again. 
Akron is now discharging instead of tak- 
ing on help and its tire output is back 
to the old stage of depression—probably 
not far from 50 to 60% of normal. 
As a result of a decreased output of 
so many months, however, tire manu- 
facturers have, in a great measure, got- 
ten rid of their accumulated stocks of 
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cotton from which tire fabric is made, 
and of the 17% ounce Egyptian fabric 
that goes into tire construction. The 
graph tells the story of the handicap 
rubber producers have labored under in 
the face of rising prices of everything 
else including their own cost of produc- 
tion. Suffering from the effects of over- 
production dating back to the reduced 
car output of 1918 they were still further 
embarrassed by an embargo which re- 
stricted imports to this country sharply 
from May to December of that year. But 
the rubber East took no heed; it refused 
to see the handwriting on the wall until 
too late. It has now settled back into 
a state of despair; rubber plantations are 
allowed to grow up into jungles and 
Singapore is the dullest place on the face 
of the earth. It is likely to remain ‘so till 
the surplus stocks of its chief commodity 
have been drawn down to a point that will 
create a price advance—then Singapore 
will live again. 


Plantation Rubber Holdings 


Crude rubber is essentially a British 
enterprise. The Para rubber tree, the 
Hevea, as the trade calls it, is indigenous 
to Brazilian and Peruvian soil where it 
grows in a wild state. It was England 
that conceived the idea of transplanting 
the tree in the alien soil of tropical Asia 
and through years of expensive cultiva- 
tion brought about the transformation of 
the industry to the scientific plane of to- 
day. There about 3,323,000 acres of rub- 
ber planted in the Far East, about 2,237,- 
000 acres of which are now producing, 
divided as follows: 





Acres Acres 

Planted Producing 
NES ee 1,750,000 1,250,000 
Dutch East Indies . 885,000 570,000 
er ee 398,000 267,000 
South India ...... 65,000 43,000 
Borneo & Sarawak 50,000 30,000 
ere ee 45,000 17,500 
Other Countries 130,000 60,000 
EE cae etdes canes 3,323,000 2,237,500 


The money invested in these planta- 
tions is approximately $500,000,000, of 
which about 80% is British, 10% Dutch, 
and 7% scattering which includes con- 








practice demands 
that ai certain 
liberal amount of 
rubber should al- 
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ways be on hand, United States ...... 
in stock. The a ee 
best of authori- Manhattan ......... 
ties differ on Continental ........ 
what constitutes ee re te eee 
this liberal 

amount and I 


find it placed all the way from 100,000 
tons to 150,000 tons. All agree, how- 
ever, that the world’s stock is too large 
for comfort and must be reduced before 
normalcy can be expected in rubber. 
Tire Production 

In the latter part of April and the early 
part of May of this year there appeared 
evidences of a revival in tire demand that 


had been flat for so many months and 
the manufacturers rose to meet it. Im- 
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tires that were, at one time, clogging 
all their available storage room. 


Rubber, Fabric, and Cotton Prices 
Compared 


The plotted price curve of almost any 
commodity during the years recently 
passed invariably shows a sharp rise, cul- 
minating in a peak last Spring or Sum- 
mer. Crude rubber shows no such peak. 
For purposes of illustration I have shown 
a price graph of rubber, of raw Egyptian 


siderable Chinese 

holdings in Ma- 

laya. The United 

States investment 

Reserved Total is but 3% of the 
63,000 117,000 total. 

sees 20,000 There are but 

tees 2,000 four American cor- 

16,000 80,000 porations owning 

79,000 159,000 and operating 

- Eastern rubber 

plantations. These 


are: The United States Plantations, Inc., 
a subsidiary of the United States Rubber 
Company, which has the distinction of 
owning the largest single rubber planta- 
tion in the world, being three and a half 
times the size of the Island of Manhattan; 
the Goodyear Tire and Rubber Company; 
the Continental Rubber Company—the 
holdings of all three being on the Dutch 
Island of Sumatra. The fourth is the 
Manhattan Rubber Manufacturing Com- 
(Continued on page 216) 
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Climbing Toward Better Business 


Prices Gradually Stabilizing—Decline in Investment Values—Trade Improving—Foreign Trade a 
Weak Spot 


By H. PARKER WILLIS 


LTHOUGH the advance toward 
more normal conditions in _ busi- 
ness and industry has continued to be 


slow, developments during the past 
month have shown steady upward 
progress. There has been a general 


improvement of productive conditions 
which, while not very marked, has 
affected a considerable number of 
branches of industry. Prices, although 
receding somewhat further have tended 
toward a more stable position. Trans- 
portation reports show a better pros- 
pect and a decidedly better present 
position. Employment conditions have 
not reached a definitely better situation 
largely, however, because of labor con- 
troversies which have kept a good many 
men voluntarily out of work. 


Money and Prices 


Reviewing the general field of prices 
it is to be noted that the movement 
of staples is somewhat lacking in uni- 
formity. There has been a marked re- 
covery in grain values while cotton has 
tended to fluctuate about an average 
level not very different from that of 
the preceding month. Steel prices, on 
the other hand, have shown a tendency 
toward still further decline, independ- 
ents cutting them from time to time 
in the effort to enlarge business but 
with rather limited success. Some 
articles, such as automobiles, however, 
have shown the effects both of price 
reduction and of consequent increase 
in demand. In general the price level 
shows a further “evening up,” some 
declines offsetting some advances and, 
on the whole, overbalancing them. 

Money conditions have if anything 
shown a tendency toward greater 
stringency. The cuts made by several 
Reserve Banks in their rediscount 
rates carried the level of such rates 
down about ™%-l per cent from _ its 
high point. For the moment the effect 
appeared to be a reduction in bank 
rates to customers. This, however, was 
limited in scope and has apparently 
not affected rates in the open market. 
Thus the charge made both for ¢all 
and time funds has tended to increase 
while there has been little or no relief 
in the matter of open market rates 
for commercial paper. The situation 
while unfortunate from the general 
business standpoint is not due to any 
banking difficulties as the general bank- 
ing position has moved steadily toward 
stronger conditions and liquidation at 
Federal Reserve Banks has been ex- 
tensive and has reduced bill holdings 
about one-third below their level of a 
year ago. At the same time, there has 
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been vigorous liquidation on the part 
of member banks which has put these 
institutions into a decidedly stronger 
situation in various parts of the 
country, although there are others whose 
progress is small. 


Stock and Investment Values 


Some hesitation in the value of stocks 
and investments was to be expected 
under existing conditions as may be 
seen from the graph relating to cor- 
porate credit and stocks which show 
indexes of 5.61 and 87.29-81.66 respec- 
tively. Failure of stock values how- 
ever, to advance markedly, is not sur- 

2s . . * . 
prising in view of the reflection of 
industrial conditions which has been 
afforded in the form of dividend reduc- 
tions. Such cuts in the immediate re- 
turn to shareholders have always a 
bad effect upon current values which 
is apt to carry declining tendencies fur- 
ther than they would otherwise go. As 
for bonds, the high rates for money 
and the exceptional demand for every 
dollar which can be saved either for 
domestic or for foreign investment pur- 
poses would in any case tend to keep 
average valuation low. This is particu- 
larly to be noted in connection with 
liberty bonds. 

President Harding’s announcement 
that he contemplated a plan for the 
distribution among the people of the 
Allied obligations now held in the 
Treasury has not had the effect of 
advancing liberty bond values, largely 
because of the fact that holders 
naturally fear that the advent of some 
possibly more favorable bond will have 
a depressing effect on the security 
which they themselves hold. For this 
reason current quotations of bonds and 
especially liberty bonds are to be taken 
with caution in so far as they are to 
be regarded as indexes of general busi- 
ness conditions. The credit situation 
is, on the whole, very much improved 
and while it is certainly not true that 
conditions surrounding the provision of 
capital for industrial enterprise or for 
building is satisfactory, it is on the 


whole better than heretofore and cer- 


tainly far better than elsewhere in the 
world. Debits to individual account 
continue to move upward in most sections 
and show increasing activity of business. 


Production and Business Indexes 


Production indexes and indexes of 
business conditions in general show the 
same irregularity and uncertainty as a 
month ago. The pig iron and steel 
production figures have fallen away 
still further and the same is true of 
unfilled orders of the United States 
Steel Corporation which have now 
reached a level of about 5,500,000 tons. 
This, however, is not to be taken any 


more than in the preceding month 
as a true index of business. 

It is generally admitted that the steel 
trade is still comparatively lacking in 
readjustment and still further changes 
in both wages and prices are consid- 
ered essential as a preliminary to final 
readjustment. In a few other indus- 
tries conditions are, however, approach- 
ing what may be called a stabilized 
or semi-permanent condition. Examples 
are afforded by the textile industry, in 
some branches at least, and by the boot 
and shoe trade. Retail trade indexes 
here and there show some recession, 
probably about 5 or 6 per cent in some 
districts, but, on the other hand, retail 
trade in some of the larger centers, 
notably New York, shows a gain, over a 
year’ago. Wholesale trade, however, 
has continued dull and has even shown re- 
cession in some branches. A growth 
of business in various lines has, how- 
ever, been accompanied by a lack of 
advance orders due to the relief on the 
part of some business men that prices 
in those lines are still subject to fluc- 
tuation so that commitments far in ad- 
vance are not warrantable. 


Foreign Trade 


The fact that our foreign trade re- 
turns for the end of May giving com- 
plete figures to the close of April show 
a total exportation of only $340,000,000 
as against importations of $254,571,000, 
while (when taken in connection with 
shipments of gold to the United States) 
there is now for the first time since 
1914 a debit balance. against this 
country, is regarded as showing that 
our foreign trade is still in an unfavor- 
able condition as illustrated by the 
graph. There is no doubt of the re- 
actionary nature of the outlook, yet 
there is explanation of it. 

Our foreign trade has been inade- 
quately financed and instead of doing 
what we should and can to revive it 
we are working in the opposite direc- 
tion. For example, our current tariff 
policy naturally tends to restrict busi- 
ness and to maintain here a higher 
level of prices than that which exists 
abroad thereby automatically cutting off 
the demand from foreign markets. On 
the other hand, our methods of financ- 
ing have as yet been unsuccessful and 
have thus far failed to yield the results 
that were hoped for largely because of 
our own- unwillingness to provide any 
method of facilitating the movement 
of goods on a bona fide investment 
basis. How soon such a method of 
financing can be provided is still to be 


seen. 
Meanwhile the fact that, as is admit- 
ted by competent industrial and finan- 
cial authorities, the balance which has 
(Continued on page 214) 
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N spite of prospects of much easier 
money rates and greatly, improved 
industrial conditions bond prices gen- 
erally have shown a tendency to decline 
since the early part of May. This de- 
cline has caused no small amount of worry 
on the part of -imvestors since many of 
them were induced to purchase securities 
during the latter part of April when the 
credit situation showed definite signs of 
improvement. The indications at that time 
were that the bond market would be fa- 
vorably influenced by the improved credit 
situation and that bond prices would re- 
spond quickly to the lower rediscount 
rates put into effect by the different Fed- 
eral Reserve Banks. Failure of the mar- 
ket to advance has no doubt led a great 
many of these investors to believe that 
there will be a recurrence of the down- 
ward movement and may have induced 
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carry through until well along toward the 
close of the year. Considerable financing 
still remains to be done, and will continue 
to be a depressing tactor, but this handi- 
cap should be overcume in time. 


Trading Heavy in Foreign Issues 


Trading  Fovrcign Government bonds 
has continued in heavy volume, interest 
being attracted to them following the suc- 
cess of the French and Brazil loans. 
Three issues have stood out prominently, 
viz: the City of Paris 6s, due this coming 
October, the French 8s, due in 1945, and 
the Chile 8s, due in 1941. The two former 
bonds were of course affected by the 
flotation of the new French loan. The 
proceeds of this loan are to be used in 
part to pay off the $50,000,000 City of 
Paris 6s and there has been heavy buy- 
ing of the Paris issue in anticipation of 
its redemption at par in the near future. 
At one time this year these bonds were 
selling as low as 94, 

There has been an enormous turnover 


























Attributable to Temporary Over-Supply—Reactions Uncover Good Opportunities — Chesapeake 
& Ohio Issues at Attractive Levels 


and subsequent payments will be applied 
to the call of bonds by lot at 110. At 
their present figure the bonds yield slightly 
more than 844% if held to maturity. The 
new issue runs for 20 years, has a 734% 
coupon, and is non-callable. Under the 
sinking fund the French Government 
covenants to pay to the trustee, during the 
first five years, $9,000,000 per annum, to 
be applied to the purchase of bonds at 
not exceeding par. At their offering 
price of 95, the new bonds yield just over 
8%. The two loans, therefore, are in 
strong contrast and give investors much 
to think about pro and con. There are 
strong investment features in both issues 
which entitle them to consideration and no 
doubt the bonds will continue in good 
demand. 


Chile Bonds Break 


Attention was attracted to the Republic 
of Chile 8s as a result of the break in the 
price, following the dissolution of the syn- 
dicate, handling the issue. Just after the 
announcement was made there was a 
sharp decline from 99 to 92, which was 








followed by an immediate recovery to 
CHESAPEAKE & OHIO BONDS around 96%4. The drop in the price was 
alk nn bw —_ ute Pad Pes, ra attributed generally not to an over supply 
First Consolidated 5s, 1989 ...... 108 94 18% 92% 5.65% 14% of the bonds, but to a withdrawal of sup- 
General Mortgage 4%s, 1992..... 94 79 69% 74% 6.10 4% port by the syndicate members as soon as 
——— <“.n seeeeeeeens on wi en b = u” the syndicate was dissolved. The action 
Common Stock .................. 65% 70% 47 58% 11% of the bonds since them has been steady 
and they appear to have found their level. 
some to dispose of their holdings at -a 
small loss. SOME ACTIVE BOND ISSUES 
The slight fall in prices, however, ae 1900 = 1001 att, 
“4 6 
may be looked upon as only a tem ie i Oe UE nc cdescnctonsacdeeeensss 88% 99% 94 99 
porary setback — ee — Fronch Republio’ 8s. 145 0.00000 secs eee teeececs mx 101 96 0% 
any great amount of dissatisfaction. It pu Lv senaciqaetaquacbanwsteuad’ . 
has been brought about largely by a ow tb Bieler apesieecetineere: oso ieeto 28.80 v1.8 
temporary iti Geokyear ive Gs, WEL .........cccccesccscascseeders 
ys overeupply of svcutitios an Satan. Meade Getns, See. te, MOD ....0iscccrccceceess 41% 58% rtd tee 


is in no way connected with an un- 
sound underlying condition. As a mat- 
ter of fact, there has been no time 
within the past year when the general 
situation was so conducive to higher 
bond prices as is the case at present. 
Lowering commodity prices, such as 
Wwe are witnessing, and easier money 
conditions must inevitably force the 
bond market to higher levels, and it is 
only a question of time. Investors who 
buy at this level, in the view of this writer, 
need have no fear of the outcome. Just 
now the market is being held down by the 
weight of the unusually heavy financing 
that is being accomplished, but once this 
is out of the way there is good reason 
to bélieve that there will be a resumption 
of the advance and that this rise will 
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*Offered early this year. 




















in the French 8s, although the price range 
has been confined within narrow limits. 
Investors have been drawing a comparison 
between these bonds and the new 7%s and 
trading in them has been influenced to 
some extent by that comparison. The 
bonds put out last October run for 25 
years, carry an 8% coupon and are pay- 
able at 110 on or before September 15, 
1945. They have a sinking fund attached 
to them whereby the French Government 
is to pay to the trustee not less than $,- 
400,000 annually. During the first 5 years 


such payments will be applied to the pur- 


chase of bonds in the market up to 110 
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The yield at present prices is unusually 
attractive for a bond of this character. 
One of the features of the bond market 
recently has been the large volume of 
transactions in the Liberty and Victory 
issues; two of them particularly. There 
has been enormous trading in both the 
Liberty 3%s and the Victory 434s. The 
price trend of these issues, however, has 
been in opposite directions. The former 
have shown pronounced weakness, while 
the latter have been gaining strength. 
The 3%s recently recorded a new low 
level and curiously énough at practically 
(Continued on page 218) 
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New Financing Continues Heavy 


Rush of Offerings Causes Reactions in Parts of List—Brazil Bonds Appear Attractive—The North 


ITH a $100,000,000 French issue and 
a $25,000,000 Brazil issue follow- 
ing close on the heels of the huge 
Burlington Loan, the bond market has 
been put to a severe test recently. Its 
ability to stand up under this heavy load 
of financing is.a strong indication of the 
underlying strength. Under normal con- 
ditions prices would give away sharply 
under the strain of such a large amount 
of new issues, but outside of weakness in 
a few special bonds, there has been no 
decline worthy of note. 


Philadelphia Loan Goes Badly 


Failure of the City of Philadelphia to 
sell more than $2,000,000 of its $7,000,000 
5% loan attracted considerable attention 
and caused some adverse comment. Many 
bankers have expressed the opinion that 
the coupon rate on these bonds was too 
low to attract buyers in this market and 
that a 5%4% bond would have gone suc- 
cessfully. Municipal bond buyers these 
days are placing their funds with great 
care since they are anticipating a period 
of much lower interest rates and want to 
take full advantage of the present oppor- 
tunity to accumulate high-yield securities. 
The possibility of a downward revision in 
the surtax rate is no doubt 


Dakota Bank Loan 


drawn a brief comparison between this 
issue and the 25-Year 8% issue put out 
by the same government last October. The 
chief points of difference are in the pro- 
visions of the two Sinking Funds and in 
the redemption features. The loan last fall 
is redeemable at 110 and has attached to 
it a sinking fund which provides for the 
redemption at that figure of the entire 
issue by maturity. The present loan is 
non-callable and the sinking fund, which 
calls for the payment of $9,000,000 per 
annum for the first five years, is to be 
devoted to the purchase of the bonds in 
the market only. This difference clearly 
indicates the changing trend of the mar- 
ket since last fall. 

The present loan is for $100,000,000, 
runs for twenty years and carries a 73%4% 
coupon. The proceeds will be devoted in 
part to the payment of certain maturing 
obligations in this country, including the 
City of Paris 6s, falling due in October 
next and in part to the purchase of ma- 
terials in this country. The bonds were of- 
fered at a price of 95 on a yield basis of 
about 8%. They were heavily subscribed 
to by the public and will no doubt be as 
popular in the trading as the 8% bonds 
put out last fall, Both are desirable in- 
vestment mediums and should attract in- 
vestors owing to the high yield obtainable 
on their purchase. 


of materials required by the Brazilian 
Government in the development of that 
country’s vast natural resources, A por- 
tion of the proceeds will be used, it is 
said, in connection with the electrification 
of a section of the Brazilian Railway and 
some of the funds will go toward carry- 
ing out the irrigation project which is 
under way in Northern Brazil. At present 
the United States is Brazil’s best customer, 
supplying about 48% of her imports and 
taking about 42% of her exports. - The 
placing of this loan here is looked upon 
as a step to further stimulate foreign 
trade between the two countries. 

The bonds constitute half of the $50,- 
000,000 issue that has been authorized. 
They carry an 8% coupon and fall due in 
1941. One of their strongest features 
lies in the fact that they are not call- 
able in whole or in part. They are 
specifically secured by a first charge on the 
“Consumption Tax” and the “Stamp Tax” 
and by a second charge on the Govern- 
ment’s receipts from customs’ duties. 
Total receipts from these sources are ap- 
proximately $125,000,000, which would be 
applicable to the payment of interest and 
sinking fund on this issue. The bonds 
were offered to the public at 97% to yield 
about 844%. There was an excellent de- 
mand for them and the subscription books 
were soon closed. They should take high 

rank among other foreign 








government issues. 








CURRENT BOND OFFERINGS 
GOVERNMENT—STATE—MUNICIPAL. 
Government of Newfoundland 6%, 


SIED  «. wcdidwc concaddncereddcocacess 9355 
United States of Brazil 8s, 1941..... 97% 
Westchester County, N. Y¥., 5s, 

| 7 aS 
Westchester County, WN. Y., 5s, 

WOGDTE 2 ncwccccccccccccccccccscces 
State of No. Dakota 5%s, various.... 100 
French Republic 74s, 1941.......... 95 

INDUSTRIALS. 


Amer. Bosch Magneto, 8. F., 8s, 1986 98% 
National Steel Car Lines Eq. Tr. &s, 

BIEBER Si cccciscccccccccccvcccces To Yield 
By-Products Coke Ist & Ref, &s, 1936 99 


To Yield 5.50 to 4,90 


To Yield 4.85 to 4,75 


Government of Newfound- 
land 15-Year 6s 
This. is another issue 
1.20% that has appealed strongly 
8.25 to investors because of. its 


non-callable feature. It is 
a much smaller issue than 
the Brazil loan, being out- 
standing in the amount of 


5% only $4,500,000. The cou- 
8.00 pon rate is 644%, which 

accounts for the low offer- 
9.38 ing price of 9354. On this 


basis the yield to maturity 
8.40 ‘is 7.20%. The proceeds of 
8.10 the issue will be used to 
pay for railway improve- 


BAELBOASS. ments and extensions, for 

sy aan. Western Eq. Tr. ESE other public works and 
GED ddadakactceccaccsnan ‘o Yie 5 ’ : 

Chicago, St. Paul, Minn, & Omaha Eq, for naval ~ ; a 

Te, Fa, WOEBE ....ceccecscsesenee To Yield 6,50 to 6.40 expenses, The high credit 


Chicago Union Station Ist 6%s, 1968 101 


PUBLIC UTILITIES. 


Duquesne Light Conv. 7%s, 1936..... 98% 
American Power & Light &s, 1941.... 98% 


6.40 of the Dominion of New- 
foundland entitles the 
bonds to a good standing. 
a State of 

North Dakota 5%s 








a strong factor bearing on 
the municipal bond market. 
Another important de- 
velopment in the munici- 
pal market was the open- 
ing of offices in New 94,600,000 
York City by the Bank 
of North Dakota for the ee 
purpose of offering for . 
public sale the $3,000,000 803,000 
issue of the State of 
North Dakota 5%4% 8,000,000 
bonds. Negotiations for 100,000,000 
the sale of this issue had 
been carried on for some $2,500,000 
time with different bank- 700,000 
ers, but without success. 
The result was that the 4,000,000 
bonds were offered with- 
out the aid of the usual 
syndicate. wasn ene 
Considerable new financ- 7¢0,000 
ing is expected in the near 
future. A number of 6,000,000 
prominent industrial cor- 
porations are said to be in 
néed of funds and are only 10,000,000 
awaiting a favorable op- 8,000,600 
portunity to place their 
bonds on the market. 








The Bank of North Da- 





There is much municipal 
and public utility financing to be done and 
present indications point to numerous of- 
ferings of this kind within the next few 
weeks, 

Brief descriptions of some of the more 
important issues follow: 


French Republic Twenty-Year 7%s 
In another article in this issue there is 
for JUNE H, 1921 





United States of Brazil 20-Year 8s 


This loan is of special interest to Amer- 
ican investors since it represents the first 
external financing done by Brazil since 
1914. and is the second offering of Bra- 
zilian bonds in this country. Practically 
the entire proceeds of the $25,000,000 are 
to be used for the purchase in this country 


kota has established offices 
in New York City for the purpose of 
offering these bonds to the public. The 
bonds are outstanding in the amount of 
$3,000,000, run from ten to twenty-seven 
years and are being offered at par. They 
are a full credit obligation of the state 
and have behind them the entire resources 
of the state, amounting to $3,000,000,000 

(Continued on page 199) 


165 


Railroads 
Bonds and Stocks 





Railroad Baby Bonds 


A Group of Active, Long-Term Issues Available in $100 Pieces—Selected as Appealing to All 


HERE are more than fifty railroad 

bonds obtainable in one-hundred-dol- 
lar © denomination, popularly referred 
to as “baby” bonds. Of these, twelve have 
been chosen for description, and an at- 
tempt has been made to select the best in 
each class. In fact, all except these 
twelve contain one or more objectionable 
features for the average buyer. 

Among the bonds to be had in small 
pieces, for instance, are the Perkiomen 
Railroad 5s of 1938. This is an exceed- 
ingly high-grade bond, being an under- 
lying issue of Reading Company, but it 
is not listed on any exchange and would 
be very difficult to buy or sell. Indiana, 
Bloomington & Western first 4s of 1940, 
while listed on the New York Stock Ex- 
change, are in much the same position, 
because the issue is so small and so well 
digested that the bonds frequently do not 
change hands for months at a time. Thus, 
an attempt has been made to select twelve 
bonds listed on the New York Stock Ex- 
change and enjoying an active market. 

It also seemed desirable to reject very 
short-term issues such as New Orleans, 
Texas & Mexico first 6s of 1925, which, 
while perfectly secure and 


Classes 
By CHARLES REMINGTON 


ter in the event of a reorganization. 

The bonds in the table are arranged in 
the order of their relative security and not 
in the order of their desirability, because 
one person may be seeking a sound in- 
vestment and another a speculative bar- 
gain. 

Railroad vs. Liberty Bonds 

Among the active listed bonds, it hap- 
pens that there is only one which ranks 
among the highest grade legal issues. This 
is the Norfolk & Western first consoli- 
dated 4% of 1996, selling at 76%4 and 
yielding 5.27% to maturity. This com- 
paratively low yield raises the question 
whether any individual investor should 
purchase such a bond as long as the Lib- 
erty issues are selling to return a better 
income. 

In favor of the Liberty bonds, it should 
be pointed out that they are free from 
personal property and income taxes in all 
states and from the normal Federal income 
taxes. On the other hand, Norfolk & 
Western 4s of 1996 are longer term. If 
the comparison were with a short term 
corporation issue, nothing could be said 
in favor of the railroad bond. 

As each person’s situation with respect 


bond as against a Norfolk & Western 
bond. 

Most states have no income tax laws, 
but some of them, such as California, col- 
lect a personal property tax on the prin- 
cipal of bonds issued by corporations 
outside the State. A Norfolk & Western 
bond would be subject in such a State to 
three property taxes, and they might ag- 
gregate enough so that the holder of a 
4% corporation bond would find his own- 
ership of the security a source of expense 
rather than of revenue. The resident of 
such a State should not purchase an out- 
side corporation bond in preference to a 
Liberty bond unless he is willing to take 
the risk of making a partial instead of a 
complete return to the assessor. 

On the side of the Norfolk & Western 
bond, it should be pointed out that the 
latest optional date on any of the Liberty 
issues is on the fourth loan, which may 
be called in 1933, or about 12% years hence. 
It is quite clear that, in this period of 
high money, a bond with 75 years to run 
has a decided advantages over one that 
may be called at par in less than 13 years. 

These are the comparative advantages: 
tax exemption and length of life. As the 
situation of each investor differs in these 
respects, each must weigh 
the comparative advantages 

















returning a large income c 
mature too early to offer an for himself. 
attractive investment for the SELECTED LIST OF RAILROAD BONDS IN $100 PIECES 
average person during a on 20 NORFOLK & WESTERN 4s 
period of very high os am eine Sestos aiid. Sie taekcaan Norfolk & Western first 
He ee * _ pen a 1 Norfolk & Western Ist cons 4s...... 75 80 74% %T6% 5.27% — = yby Mer due poet 
a roma a ion 2 Southern Pacific 8, F. term 4s...... 29 «76 «668% 70% 6.18 to , » ome ate nO 
normal level in the cours 8 Western Pacific Ist Ss .............. 2 85 80% «80% 6.62 callable. Of the $62,500,000 
of the next few years, it Is 4 Colorado & South ref & ext 4%s..... 14 76% 72 7.58 authorized, $40,387,500 is 
obviously better to obtain a 5 St, Louis-San Fran pr In. 4s......... 2 68% 59 61% 7.21 outstanding and the balance 
6% rate for 40 years than 6 Pitts, Cin, Chi & St, Louis gen 5s... 49 87 80 82 6,15 is reserved to retire $19,- 
a 7%% rate for ten years, 7 Virginian Rwy Ist 5s .............. 41 8 8 81% 6,27 862,000 divisional liens. It 
because at the end of the 8 Pere Marquette Ist 5s .............. 35 85% 79% 80—s«G.43 is not worth while to dwell 
ten years the holder would h Seas aaatieiaaies ~obexesd ag > 3 a 4 me on the nature of the security 
4 4 ’ s s.. . ° 2 : 
very hl have to reves W  Sc‘tetas Reval) sew. aoe sae || deta beyond sping ha 
: , 12 er ls mire at : 
a basis of 44%. ‘ , ee Se a aE Se both principal and interest. 
_ The accompanying list ‘Computed on 0 Sat beaks. The bond sold above par in 
includes all grades from 1910 and reached a high 
price of 97% as late as 1917. 

















“legal” to highly specu- 
lative, but among the lat- 
ter a selection has been made from the 
bonds of a company that is just emerg- 
ing from its troubles rather than one 
that appears to have the worst just 
ahead of it. For instance, Denver & 
Rio Grande first and refunding 5s, in- 
trinsically, may be no better than New 
Haven debentures, but one knows now 
the least that the former can get and 
has no idea as to what sort of 
treatment will be accorded the 
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lat- 


to taxes varies, this is a question that 
each must decide for himself. The normal 
Federal rates are 4% and 8%, of which 
Norfolk & Western refunds 2%, so that 
this tax would amount net to 2% or 6% 
in every case. Under the New York State 
income tax law, no one who would buy 
a $100 bond would be likely to have to 
pay more than 1%. Thus, an investor in 
this State would save a tax on his income 
of either 3% or 7% in buying a Liberty 


It happens to be the only 
$100 bond in its class, and the only ques- 
tion is whether its long period to run 
makes it a better investment than Liberty 
bonds.—vol, 28, p. 22. 

Southern Pacific Company has only one 
bond in $100 pieces, and that is the San 
Francisco terminal 4% of 1950. Fifty 
million dollars of the issue is authorized 
and $25,000,000 outstanding, the balance 
being issuable at not to exceed 5%. Be- 
sides being a direct obligation of Southern 
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Pacific Company, this bond is secured by 
a mortgage on the Bay Shore Line, con- 
sisting of a double-track entrance to San 
Francisco constructed through a series of 
tunnels, on 320 acres of land in that city 
and on 382 acres in the adjoining county. 

The Bay Shore Line is Southern Pa- 
cific’s only all-rail route into San Fran- 
cisco, the other entrance including a long 
ferry from Oakland. Thus, the property 
under these bonds is essential to the com- 
pany’s operations in and out of the largest 
and richest municipality on the entire 
system. 

The terminal 4s, in view of the security, 
have never sold as high as their rating 
deserves, and this is probably due to the 
fact that investors regard property in San 
Francisco as being subject to earthquake 
hazard. In this connection, it should be 
remembered that Southern Pacific could 
lose every dollar it has invested in the 
city and environs of San Francisco and 
still pay its debts. 

For the benefit of those who are not 
accustomed to study price ranges, the ob- 
ject of the high and low prices of 1921 
presented in the accompanying table will 
be explained. It will be noted that these 
terminal 4s have ranged this year from 
68% to 76, and are now sellirig at 70%. 
That is, they are selling nearer the low 
price than the high price. If this were 
true of all railroad bonds, nothing in par- 
ticular could be deduced from the fact, 
but it is not. For instance, St. Louis-San 
Francisco adjustment 6s have ranged from 
62 to 673%, and are now selling at 66%, 
or nearer the high than the low price. If 
the bonds were comparable in other ways, 
which they are not, the price relation of 
the terminal 4s to the year’s range would 
be more favorable for purchase than that 
of the adjustment 6s. 

At 7034, the San Francisco terminal 4s 
yield 6.18% to maturity, a high return from 
a Southern Pacific bond of this character, 
and I have no hesitancy in recommending 
it to the most conservative investor.—vol. 


28, p. 100. 


WESTERN PACIFIC FIRST 5s 


Western Pacific Railroad ist 5s, due 
March 1, 1946, are entitled to a much 
higher rating than the price indicates. Of 
this issue, $50,000,000 is authorized and 
$20,000,000 outstanding, the balance being 
issuable at not to exceed 6%. The com- 
pany is now preparing to sell a small block 
to retire $3,000,000 equipment certificates, 
originally issued against cars delivered to 
the Director General but since turned over 
to the corporation. 

The bonds at present outstanding are 
secured by a first mortgage on all the 
company’s property, except the recently 
delivered equipment covered by the $3,000,- 
000 certificates, and this property includes 
1,022 miles of road constructed across the 
Sierra Nevada at a maximum grade of 
1%—one of the greatest of railroad en- 
gineering feats. Thus, the bonds are out- 
standing at the rate of less than $20,000 
a mile, on a property that cost $90,000 to 
build. In addition, the bonds are a first 
lien on a San Francisco terminal site, val- 
ued by the Interstate Commerce Commis- 
sion at $15,000,000. They have no lien on 
any of the assets obtained under the judg- 
ment against Denver & Rio Grande. 

The Western Pacific 5s netted the com- 
pany 90, and of the $18,000,000 realized, 
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more than half remains unexpended. This 
sum will be used to complete branches, of 
which the most important is to the rich 
fruit center at San Jose: 

The company is in a strong cash posi- 
tion, which has been further strengthened 
quite recently by the receipt of $4,200,000 
from the Government in settlement of all 
claims. ° 

The bonds are selling at 80%, the low 
price of the year, at which they yield 
6.62% to maturity. This is a high rate of 
income for a bond that is good enough to 
be recommended to all classes of inves- 
tors, and especially for a bond that has 
a good chance to work into the legal class 
in the course of the next few years 
through payment of dividends on the com- 
mon stock. The only objection to the 
bond is the fact that it is callable at par, 
for it is quite conceivable that Western 
Pacific, a few years hence, may be able to 
refund this issue on a basis of 414%.—vol. 
28, p. 16. 


COLORADO & SOUTHERN 4s 


Colorado & Southern refunding and ex- 
tension 4%4s, of which $100,000,000 is au- 
thorized and $28,980,000 is outstanding, are 
due May 1, 1935, and their comparatively 
short life is the chief objection to them. 
The issue as a whole is callable at 101, 
but it is not likely that the option on a 
bond carrying this rate of interest will 
be exercised. 

The refunding and extension 4%s are 
secured by a second mortgage on 979 miles 
of road owned in fee and by a first col- 
lateral lien on stocks and bonds covering 
an additional 1,248 miles. As the bonds 
on about two-thirds of the latter mileage 
are deposited under the mortgage, it be- 
comes an equivalent of a first lien on 
this part of the property. On the 979 
miles of owned road, the 4%s are subject 
to the lien of $19,402,000 first 4s, matur- 
ing in 1929, 

Not only is the principal of this issue 
well secured by assets, but the earnings 
of Colorado & Southern have been run- 
ning at a rate, during this period of dif- 
ficult operation, which insures full safety 
for interest under almost any conditions 
that could be conceived. In the first three 
months of 1921, the company earned at the 
annual rate of about $10 a share on the 
common stock—a rate that ranks the prop- 
erty among the half dozen best earners of 
the country. 

As already suggested, the comparatively 
short term is the main objection to the 
bond, but this is largely offset by the high 
yield, which is 7.53% at the present price 
of 74. In other words, it would not be 
possible to buy as good a bond as this, 
but having a long life, at as high an in- 
come return. 

All the bonds of St. Louis-San Fran- 
cisco Railway, except the old issues which 
were not disturbed in the reorganization, 
are obtainable in $100 pieces, and this 
should go a long way towards popularizing 
them with small investors. The best in- 
vestment issue is the prior lien bond, which 
is obtainable at three different rates of 
interest. The 4% series has been selected 
for the table, as it is believed to contain 
the greatest opportunities for profit. 

The total amount authorized is $250,- 
000,000 and the amount outstanding, in- 
cluding all series, $119,943,000. The bonds 
are secured by a lien: on 3,932 miles of 


road, not including the company’s lease- 
hold interest in the Kansas City, Fort 
Scott & Memphis. Underlying bonds and 
equipment trusts amount to only $13,650,- 
000. Thus, the total rate of mortgage 
debt, including divisional items, is only 
$34,000 a mile. 

The 4s and 5s under the prior lien 
mortgage become due in 1950, the 4s being 
callable at par and the 5s at 105. The 6s 
mature in 1928 and are callable at 102%. 
The 4s will probably prove the most at- 
tractive to the average investor, and at 
the present price of 61% they yield 7.21% 
to maturity. The earnings, which are am- 
ple to secure interest on these bonds, will 
be discussed in detail under the adjust- 
ment 6s of the same company.—vol. 28, 
p. 99. 


PANHANDLE GENERAL 5s 


Pittsburgh, Cincinnati, Chicago & St. 
Louis, commonly known as “The Pan- 
handle,” is a subsidiary of Pennsylvania 
Railroad, and the general mortgage 5s 
were brought out last year in order to 
complete the holding company’s control. 
These bonds, which mature in 1970, were 
offered in exchange, par for par, for $20,- 
000,000 minority Panhandle stock, on 
which dividends of 4% were then being 
paid. Interest and principal are guaran- 
teed by Pennsylvania Railroad by endorse- 
ment. 

The general 5s are subject to the con- 
solidated 4%4s, 4s and 3%s, as well as prior 
liens, all of which aggregate $76,815,000. 
Thus, there is a debt of $96,815,000 on 
1,854 miles of road, or at the rate of 
about $52,000 a mile. 

Panhandle earnings have not been satis- 
factory for the past two or three years, 
but the guaranty of Pennsylvania Rail- 
road should offer a sufficient degree of 
security with a return to conditions that 
will permit of profitable operations. The 
general 5s are selling at 82, to yield 6.15% 
to maturity, and I can see no reason why 
the bonds should sell higher than Western 
Pacific 5s—vol. 27, p. 383. 

Virginian Railway first 5s, due 1962, 
are authorized in the sum of $75,000,000 
and outstanding in the sum of $29,500,000. 
They are secured by a prior lien on 500 
miles of road besides valuable terminal 
properties, the rate per mile being about 
$59,000. 

Earnings of, the Virginian have held up 
well during the recent depression, and in 
the first three-months of this year the 
company had a net operating income of 
$730,000, or at the annual rate of $3,850,- 
000. This is more than 2% times the in- 
terest charge on the first 5s. The bonds 
are selling at 81%, to yield 6.27%, and 
offer an attractive investment around that 
price.—vol. 27, p. 383. 

Pere Marquette, a recently organized 
company, has not done as well in the last 
few months as formerly, due to the ex- 
treme depression in its territory, but it 
has a good financial structure and could 
weather almost any kind of a storm by 
passing its prior preferred dividend. In 
other words, a set of conditions that 
would prevent Pere Marquette from pay- 
ing its bond interest would make most 
railroad securities undesirable holdings. 

The company has outstanding $30,455,000 
first mortgage bonds, of which $21,976,000 
are 5s and $8,479,000 are 4s. The balance 
out of an authorization of $75,000,000 may 
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be issued at not to exceed 6%. The 4s 
are not issued in $100 pieces. - Divisional 
bonds to the amount of $5,870,000 are out- 
standing, or a total debt of $36,325,000. 
The first mortgage bonds are secured by 
a prior lien on 1,832 miles, and, subject to 
the underlying bonds, by a lien on 2,032 
miles. This is at the rate of about $18,000 
a mile—a very conservative debt. 

The first mortgage 5s, the only series 
of this bond obtainable in $100 pieces, are 
selling at 80, to yield 6.43% to maturity 
in 1956. Intrinsically, it is not as good 
a bond as the Western Pacific 5%, but it 
has the advantage of being callable at 105, 
as against par for the Western Pacific 
issue.—vol. 27, p. 760. 


NEW YORK CENTRAL DEBENTURE 6s 


All the preceding issues have been mort- 
gage bonds, falling within the classifica- 
tions or ratings generally known as first 
or second grade. The New York Central 
convertible debenture 6s; due in 1935, are 
not secured by mortgage but are a direct 
obligation of the company,,such as a note 
would be, and consequently rank ahead 
of the stock while being junior or subject 
to the entire bonded debt. 

The amount of convertible 6s out- 
standing is $100,000,000, and they are fol- 
lowed by $250,000,000 stock, having a pres- 
ent market value of about $175,000,000 and 
a book value of $337,500,000, or about 
$135 a share. Not only is the property 
of New York Central understated on its 
books, but its equities in the properties of 
subsidiaries are understated in greater de- 
gree, and there is hardly a doubt that a 
valuation of the parent and subsidiary 
properties will show an equity for the 
stock of $500,000,000, or $200 a share. 
This offers a large margin of safety for 
the $100,000,000 convertible 6s. 

These bonds are convertible up to May 
1, 1925, into stock at 105, which means 
that the stock must sell at 105 in order to 
make the bonds, based on their conver- 
sion value, worth par. They are callable 
at 110, but the company’s option is subject 
for 30 days to the right of the holder to 
convert. 

The comparatively short life of the de- 
bentures would be an objection if they 
were not convertible into stock of indefi- 
nite life. Although this stock is now sell- 
ing below 70, it has sold considerably 
above par in recent years, and there is 
very good reason for expecting it to do so 
again before May 1, 1925. At 88%, which 
is only one point above, the low price of 
the year, the bonds yield 7.37%.—vol. 27, 
p. 759. 

The Rock Island, Arkansas & Louisiana 
Railroad is under lease to the Chicago, 
Rock Island & Pacific, which guarantees 
payment of taxes and rentals and principal 
and interest of lessor’s bonds. The road 
was originally built to tap a timber coun- 
try, which has been pretty well cut over, 
so that the principal security for the bonds 
is the guaranty of Chicago, Rock Island 
& Pacific, 

Including bonds in the treasury of the 
parent company, about $13,000,000 first 
mortgage 4%4s, due 1934, are outstanding 
and they are secured by a first lien on 364 
miles of road, or at the rate of about 
$35,500 a mile. This would be a fairly 
moderate debt if the property were profit- 
able to operate. 

Following the experience of Denver & 
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Rio Grande, it is not likely that any rail- 
road company will voluntarily default on 
a-bond guaranty, but it should be: under- 
stood that the guaranty of Rock Island is 
the main security for principal and inter- 
est of these bonds, and that involves a 
business risk, 

The short life of the bonds—13 years— 
is an objection that is partly offset by the 
high yield, for at 6614 the net income to 
maturity is about 8.90.—vol. 27, p. 771. 


"FRISCO ADJUSTMENT 6s 


The underlying structure of St. Louis- 
San Francisco Railway was discussed 
under that company’s prior lien bonds. 
Directly following that issue is $38,763,000 
adjustment mortgage 6s, due in 1955, but 
callable at par. 

The terms of the mortgage provide that 
the directors must declare payable each six 
months from available earnings within 
%4% interest due on this bond, and any 
deficiency is payable in the first succeeding 
six months in which earnings become 
available. In this respect, the bond is like 
a cumulative preferred stock, except that 
the directors have no discretion as to 
when the accumulations shall be dis- 
charged. 

Interest on this bond has been earned 
and paid regularly since the company’s re- 
organization, and the property has been 
conspicuous during and since Federal con- 
trol for its great earning power as con- 
trasted with that of the carriers as a 
whole. For the year 1920, the company 
reported a surplus income of $1,743,000, 
after payment of $2,111,520 interest on its 
income bonds, an obligation junior to the 
interest on the adjustment bonds. The 
first quarter of 1921 was as difficult a 
period as the railroads are likely to en- 
counter for many years, and in that period 
’Frisco reported a small surplus after in- 
terest on its income bonds. 

The adjustment 6s are selling at 66%, at 
which the flat return, exclusive of amor- 
tization of discount, is 9.02%. It is cus- 


tomary to compute the return from. ad- 
justment or income bonds in this manner. 
—vol. 27, p. 611. 

Denver & Rio Grande Railroad, which 
has recently been acquired by Western 
Pacific and will be reorganized, has $79,- 
200,000 underlying bonds, followed by $31,- 
500,000 first and refunding 5s and $10,- 
000,000 adjustment 7s. The underlying 
bonds will not be disturbed, the first and 
refunding 5s have been offered new securi- 
ties in exchange and the adjustment 7s 
will be cancelled. 

Denver & Rio Grande, which has al- 
ways been a good earner, will emerge 
from this reorganization with a sound 
financial structure, in addition to which 
the new company will have behind it the 
Western Pacific, strong in cash and with 
large unpledged assets. 

It is proposed to give holders of first 
and refunding 5s one-half their holdings 
in new 5% closed mortgage bonds, al- 
lowing for the creation of a prior lien 
mortgage, -and half in new 7% cumulative 
preferred stock with good prospects of 
paying dividends from the beginning. 

The result of this exchange would be to 
give holders an average return of 6% as 
applied to their present holdings of first 
and refunding 5s, although the bond has 
been treated in the table as a 5% issue 
and computed on a flat basis. As the 
holder of a single $100 bond would re- 
ceive two fractions in exchange, it would 
be desirable to buy two such bonds, which 
would cost only $90 and interest at the 
market. Thus, for $90 the purchaser 
would eventually receive a $100 bond pay- 
ing 5% interest and a share of 7% cumu- 
lative preferred stock.—vol. 27, p. 385. 

Summarizing the twelve bonds dis- 
cussed in this article, they may be classi- 
fied as follows: Number 1 is an invest- 
ment of the highest grade, legal for 
institutions in all States; numbers 2 to 8 
inclusive are good mortgage bonds of a 
somewhat lower grade, but suitable for 

(Continued on page 222) 
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ANALYSIS OF RAILROAD EARNINGS: FOR FIRST FOUR MONTHS OF 1921, 
The following table is compiled on the i" that the first four months represent 
26% of the traffic year, as they did in the test period 
% Charges $ Por Sh. 
Road Net Oper. Def. Earned on Pfd. 
Atlantic Coast Line ........... cesses dais oe 
TT 0 eke nee Beaeee $4.00 
SS EE Sdocetccdccseus  “Seediee nas dee 
Gpesepenite. B- GPle .'..ccccvccsse | sieccee 79% 4s 
Chicago Great Western .........  —.....-; 23 " 
Chicago, Mil. & St. Paul....... $3,191,556 1 
Chicago Northwestern .......... 2,479,758 ad és 
Ghienge, BR. T. & WaciBe......5. covecs 100 shea 
TE EE Chsccccatece © eesens iene aa 4.75 
Delaware, Lack, & Western...... ...... és ou (a) 18.00 
Tn ‘wile dee ohéSpanes eebSBetoedee 961,337 men és cece 
Great Northern ................ 2,978,489 tes ve 
I SEDER cccccesecsseews “Stginaitha Hes ; Wy 
Lake Erie & Western .......... 322,527 sere ie nee 
EE SE nd Cacnecc copes ene 1,540,069 awl ‘ ae 
Louisville & Nashville ......... 2,225,776 dee ‘ oe 
Minneapolis & St. Louis........ 378,718 duit si oes 
Di De <tecteeskacwent, g66nne 50 ae se 
TE Ea eee 90 ‘a eee 
N. Y¥., Chicago & St. Louis..... _—...... ste as (b) 12.70 
N. ¥., New Haven & Hartford.. 3,889,575 oe ad ene 
N. Y¥., Ontario & Western...... 83,187 agin ; 
Morfelk & Westerm ........c005  —saeess oan ‘ tS 
Northern Pacific ...........-... 818,315 ia ‘ bes 
INE akc Codexdds accnsude~-thepese 63 WY , cut 
OE écnceetnccnanths =~ :Ws0csh 96 ae éne 
Ree eee ye ‘ (ce) 5.00 
Southern Railway ............6. seuuee 16 4 obs 
& ised ebb ac ddive Ste disnablese (e) 80 r 
i PEE ‘addvedsenccxbestae tT ' <dbaen aan ‘ 
DU ceinthchtbesndebsvaveces . sekgec 70 y 
uhh chips tovnatu 0. diitete ea (da) 3.75 
PD SND 4 e6'n ckwnqeesee. =. igamess (f) 3,60 
Lake Erie.......... eng? 
(a) $50 par value. (b) 0: three classes of stock. (c) Without oil income and after 
ital tments, (d) On et preferred, (e) Before ge 000,000 income bonds. 
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Delaware, Lackawanna & Western R. R. Co. 











Glen Alden Coal Co. 








Lackawanna Split-Up | 


Segregation of Coal Property—Investment Outlook of Rail and Coal Stocks on Probable Dividend 


HERE has long been a legend in Wall 

Street that the anthracite carriers pos- 
sessed, in addition te mines of coal, 
mines of “hidden” assets, and this belief 
has kept the stocks of these companies 
on a low income basis. The stocks have not 
only sold high in proportion to their divi- 
dend rates but there is a question whether 
they have not usually sold high enough 
to cover the so-called “hidden” values. 
Such values, where they existed at all, as 
they undoubtedly have in some instances, 
have not been hidden from several per- 
sons who possessed ample means to buy 
the stocks. . 

This is true in a measure of Delaware, 
Lackawanna & Western Railroad stock, 
which has always been surrounded with 
a speculative halo which has kept the in- 
vestment return down to about 4%. Now 
that the company has uncovered its hidden 
treasures, it should be possible to deter- 
mine the investment value of the stock. 

Differing from other anthracite roads, 
Lackawanna—the parent company—owns 
the coal mines in fee, the others control- 
ling their mines through subsidiary cor- 
porations. Here is one reason for believ- 
ing that Lackawanna has hidden less than 
some of the others, because the more you 
simplify a corporate structure the more 
difficult it becomes to hide earnings and 
assets, 

The Delaware, Lackawanna & Western 
Coal Company, organized a few 


Rates 


its coal mining properties to the Glen 
Alden Coal Company, an old company 
which possesses little except a corporate 
form, for $60,000,000, taking therefor 4% 
mortgage bonds at par. The railroad com- 
pany has outstanding 845,540 shares of 
stock of the par value of $50 a share, or 
an aggregate of $42,277,000. The Glen 
Alden Coal Company will issue a similar 
number of shares of no par value and sell 
them to the present holders of Lack- 
awanna Railroad stock for $5 a share. 
Thus, $5 would be the natural market 
difference between Glen Alden shares and 
the rights to subscribe to the shares. 

Following this segregation plan, it is 
the announced purpose of Lackawanna to 
distribute 100% stock dividend, which will 
bring the total stock outstanding to 
1,691,080 shares of the par value of $50 
each, or a total of $84,554,000. This dis- 
tribution will reduce the present corporate 
surplus of $89,300,000 to about $47,000,000. 
As the railroad property account is some- 
what understated, however, it is likely 
that the actual surplus following the dis- 
tribution will be nearer $60,000,000. 

In order to form any opinion of the 
present value of Lackawanna stock, it is 
necessary to know, among other things, 
what the railroad, divested of its coal 
holdings, can earn on the increased stock 
issue. This is estimated in the accom- 
panying table. 

Railway operating conditions have been 
so disturbed since the last half of 1917 


leaves little room for growth in earnings 
without subjecting the company to heavy 
recaptures under the Transportation Act. 
On the other hand, there is no reason for 
expecting Lackawanna to earn much less 
than standard return under a proper rela- 
tionship between volume of traffic, freight 
and passenger’ tariffs and costs of oper- 
ation. 


Other Income and Charges 


Taking the income account for 1919, net 
earnings from the coal department should 
be eliminated, as well as the item called 
“depletion of coal deposits,” amounting 
in 1920 to $2,018,593, in 1919 to $1,956,- 
616 and in 1918 to $2,125,631. As the coal 
properties were written off the company’s 
books years ago, the income tax became 
particularly burdensome, so that it adopted 
the expedient of writing the property back 
through a depletion fund. This may prop- 
erly be income as far as Lackawanna 
Railroad is concerned at present, because 
the properties are not capitalized, but it 
would not properly be income for Glen 
Alden Coal Company, with $60,000,000 
bonds, to say nothing of its stock, out- 
standing. Interest on these bonds will 
become additional income for Lackawanna. 

There are several doubtful items among 
Lackawanna’s charges, such as renewals 
and betterments, properly a capital charge. 
As a matter of fact, its charges will be 
made up almost exclusively of rent for 
leased roads, although income taxes have 





years ago to avoid violation of 





the Hepburn Act, is a shipper 
and distributer of coal, which 
it buys from the railroad com- 
pany at the mines. The opera- 
tions, formerly a department of 
the railroad company, have not 
been included in Lackawanna’s 
for several years, There is only . 
one point to clear up between 
the railroad and the coal com- 
pany, as far as the purpose 
of this article is concerned. 
Until 1919, the contract exist- 
ing between the Delaware, 
Lackawanna & Western Rail- 




















been included, because, while 
a= Se they now appear in the oper- 
ating account, they have been 
LACKAWANNA’S ESTIMATED INCOME greatly increased since stand- 
Cn A a SR nL co» $15,749,477 ard return was computed. Cor- 
Other income (1919).................05- _ $1,771,188 porate expenses, shown among 
Interest on new coal bonds..............- 2,400,000 charges, now appear in the op- 
:; — 4,171,158 erating account, and lap-over 

— items will not be repeated. 
ten BIEN ecb ace sasccncccns pace ceécenys .. $19,920,630 On this basis, surplus income 
Charges. 00 ee eeee eee eeeeeeeee sees: 6,148,961 of the railroad is estimated at 
0 Sa Cee ae es onn.eun.aee $12,394,502, equal to $7.33 a 
etesed tants ................ _. L877, 167 share on the 1,691,080 shares of 
‘ stock, which will be outstanding 
Net income for stock .............. . $12,394,502 after the payment of the stock 
Rate on 1,691,060 shares .................. $s $7.33 dividend. On these earnings, it 
is doubtful whether Lackawan- 
— = na would pay more than $5 a 








road and the Delaware, Lack- 
awanna & Western Coal Com- 
pany prevented the former from selling 
its mined coal in the open market. The 
Department of Justice objected to the con- 
tract, which was thereupon amended. The 
result was to give the railroad a larger 
profit in 1919 and in 1920 on a smaller 
tonnage, so that 1919’s figures of mining 
operations form a more dependable index 
of the future than the average figures 
for a period of years. 


Plan of Segregation 
Lackawanna Railroad purposes to sell 
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that it is desirable to go back of that 
period for an index of the future. For 
that reason, standard return, except where 
it is known to have been inadequate or 
where a railroad has moved rapidly down 
hill in the last few years, is the best test 
of a company’s future earning power. 
Lackawanna was not an exceptional case. 
The company accepted standard return as 
adequate compensation, and the sum was 
about 7.50% on the average property 
devoted to transportation uses during the 
test period. This high rate of return 


share in dividends, or the same 
aggregate disbursement that is now made 
to half the number of shares. 

This would make the new Lackawanna 
stock a 10% issue as compared with a 
20% issue at present. Union Pacific and 
Canadian Pacific, both 10% railroad 
stocks, are selling around 120 and 115, 
respectively. It is doubtful, therefore, 
whether the new Lackawanna stock could 
be expected to sell above 75, or the 
equivalent of 150 for a stock of $100 par 
value. Thus, the present Lackawanna 


stock, after the distribution of the coal 
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properties but before the payment of the 
stock dividend, should have an investment 
value of about 150.—Vol. 27, p.. 759. 


GLEN ALDEN COAL COMPANY 


As already explained, coal earnings in 
1919, amounting to $4,989,682, form a 
better basis for forecasting the future 
than those of prior years, besides which 
it is the approximate average of the last 
three years, Lackawanna having earned 
from its coal department $6,503,942 in 
1920 and $3,626,710 in 1918. The rela- 
tionship between costs and prices in 1920 
was more favorable than in past years 
and also more favorable than is likely 
to prevail in future years, because an- 
thracite has been very dilatory in -taking 
up-the general commodity trend. 

After allowing for 4% interest on the 
$60,000,000 bonds, 1919 earnings would be 





Chesapeake & Ohio Railway Co. 





at the rate of about $3 a share on the 
845,540 shares. The depletion fund, avail- 
able to Lackawanna Railroad as income, 
would become a sinking fund in the case 
of Glen Alden, as it properly should be 
to protect the holder of the coal bonds. 
Lackawanna Railroad, in order to pro- 
tect this investment, will probably re- 
quire some such arrangement in the in- 
denture. 

The question of dividends on the new 
coal stock is uncertain, but the company 
might pay $2 or even $2.50 on the basis 
of 1919 earnings. Capitalizing a $2.50 
dividend on a 7% basis, would give 35 as 
a fair price for Glen Alden stock and 
30 for the “rights,” or about fifteen 
points less than the high price reached 
by each on the Curb. 

On the basis of the foregoing calcula- 
tions, at 75 for the new railroad stock 








and 35 for the new coal stock, the present 
stock would have a capitalized investment 
value, based on probable dividends, of 180. 
On the other hand, the railroad company, 
even after the increased stock issue, will 
have an uncapitalized surplus considerably 
in excess of $100,000,000, if the coal bonds 
be included as a permanent asset. Any 
difference between 180 and the present 
price of 235 must be deemed to be the 
discount placed by the market on future 
possibilities to be derived from either a 
partial capitalization of surplus, a dis- 
tribution of the coal bonds or increased 
earnings from the coal properties. At 
or about its present price, wanna 
stock seems desirable only for those 
who can afford to accept a small income 
return in the hope of further distribu- 
tions to be realized perhaps only after a 
long wait. 


C. & O.’s Dividend 


Company Earned Nearly $14 a Share Last Year—Why Deferment of $4 Dividend Occasioned 


N analyzing Chesapeake & Ohio Rail- 
way’s income statement for 1920, I 
wish to say at the outset that I am not 
imputing improper motives to any cne, nor 
endorsing others’ imputations growing out 


More Than Usual Surprise 


There are a few roads that make out a 
better case than the figures seem to war- 
rant, but many of them, such as Chesa- 
peake & Ohio, lean the other way. These 
companies treat the guaranty period as 
though the net results were for company 








Taxes accrued 





TABLE I1.—C. & 0.’8 STATMENT OF 1920 INCOME. 


Compensation for Jan. and Feb. and net operating income from March 1 to Dec, 31, 
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of the recent action of the directors in 
deferring’ the semi-annual dividend of $2 
a share. There is good defense for the 
accounting practice which showed the com- 
pany earning only $9.53 a share last year, 
and equally good defense for failure to 
pay a dividend out of income accrued, but 
not received. My only purpose is to recast 
the company’s income account so that it 
can be compared with the accounts of 
other roads. 

The differences in the 1920 income state- 
ments of the railroads grow out of the six 
months’ guaranty period from March 1 to 
August 31. All the roads include in net 
income rental for the first two months of 
the year and the net results of operations 
for the last four months of the year. Some 
* roads, such as Atchison, report as income 
for the six months ended August 31 half 
of a year’s standard return. As that is 
the amount of the income accrued and the 
least that a company can eventually re- 
ceive, I believe it is the only method that 
presents a true showing. 
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account, plus any payments received from 
the treasury on account of the guaranty. 
As practically no road earned its guaranty 
during the six months ended August 31, 
and payments on account of the guaranty 
have been meager, it follows that the gen- 
eral as well as the individual result is to 
subtract from the true showing on an 
accrued basis. 

Companies reporting after the manner 


of Chesapeake & Ohio are keeping their 
books on a basis of income received rather 
than income accrued. This is permissible 
under the rulings of the Internal Revenue 
Department, provided there is no variation 
from the practice of former years. The 
result is to keep down current tax pay- 
ments, postponing them to a time when 
the accrued income is actually received, 
and a time when income tax rates may be 
lower. 

The income tax situation is the ex- 
cuse for the practice, but the result, for 
the purposes of statistical comparison, 
is very confusing, because a road like 
Chesapeake & Ohio appears to be mak- 
ing a much worse showing than it really 
is when measured against the 1920 in- 
comes of certain other roads or of the 
roads as a whole. 


Analysis of Income 


d Chesapeake & Ohio’s income account as 
it appears in the pamphlet report for 1920 


‘is reproduced in Table I. This calls for 


no analysis, as it is doubtless a true show- 
ing on the basis of income received. The 
accounf, as recast from this and other 
available data, is shown in Table II, of 
which considerable explanation is neces- 
sary. 

(Continued on page Sa) 
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Outlook for Steel Stocks 


What Depression Has Done to the Industry—Dividend Cuts—When Will Improvement Set In? 


HATEVER hopes had been enter- 

tained at the beginning of the 
year of an early recovery in the steel 
industry have by this time been completely 
dispelled. The decline in demand, the 
curtailment in operating schedules, the 
lowering of prices, the reduction of wages 
and the elimination of dividends in the in- 
stance of a number of important steel 
companies are all pointed reminders of a 
highly unfavorable situation, 


By E. D. KING 


The decline has gone far during this 
period, and at no time has there been an 
increase in production except in a few spe- 
cial products which are subject to seasonal 
demands. The U. S. Steel Corporation’s 
unfilled orders amounted to 5,500,000 tons 
at the end of May 31. This compares 
with an unfilled tonnage of 11,118,000 at 
the end of last July. In other words, 
practically speaking, the business of the 
leading interest has been cut in half. 
Specifically, the rate of its present produc- 
tion is slightly under 40% of its theoretical 
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Present conditions in the steel and iron 
industry are analogous to those of 1913- 
1914. In that period, steel and iron pro- 
duction showed a steady decline until a 
few months after the declaration of the 
war; prices receded and there was ex- 
tensive unemployment. The war came 
along to save the situation; but there is 
no such stimulus in prospect now, and it 
appears that the much-wished for recovery 
in these industries will be a very slow 
and discouraging affair. 

In the meantime, the operating compa- 
nies are handicapped by sluggish markets, 
moribund demand and, despite heavy wage 
cuts, comparatively high operating costs, 
So rapid has been the decline in the ac- 
tivities of the steel and iron industry, that 
a number of companies have already found 
it necessary to pass dividends and in other 
ways haul in the sails to meet an antici- 
patedly stormy voyage. The prices of all 
steel stocks have declined very sharply 
and there are a number of stocks of im- 
portant companies now selling at less than 
half their price during the boom period in 
1920, and considered by some as dear even 
at that price. 

Since last August, there has been a 
steady decline in steel and iron production, 
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capacity. Nor have the so-called inde- 
pendent steel companies fared any better, 
although for a short period in April, they 
enjoyed a little boom owing to the im- 
provement which came in at that time into 
the automobile industry. It is estimated, 
however, that average independent produc- 
tion is not over 25% of capacity. When 
it is understood that the larger independent 


companies like Bethlehem, Midvale and 
Republic are producing most of the pres- 
ent output, it will be appreciated that the 
plight of the smaller factors in this field 
is anything but pleasant. 

Pig iron production likewise shows a 
big falling-off. Production during April 
amounted to 1,193,000 tons, which is the 
lowest in over a decade. Since July, 1920, 
pig iron production has fallen off about 
60%. Great areas in the Pittsburgh dis- 
trict and other steel-making centers are 
covered with idle stacks. To anyone who 
visited these sections at the height of their 
activity about a year ago, the present 
spectacle must be extremely depressing. 


The Cut in Prices 

The first important action in reducing 
prices was that of Midvale, which, by its 
15% cut last February, virtually precipi- 
tated what is now practically an open 
market in steel products. Since that time, 
price reductions have followed price re- 
ductions until finally in April the U. S. 
Steel Corporation joined the ranks with a 
moderate cut approximating 15% in most 
of its leading lines, Despite the many re- 
ductions already made, the general price 
level of steel is still high as compared 
with the average price of commodities. 
This is one of the principal reasons why 
demand has not improved. There are few 
consumers willing to put high-priced steel 
into their products when the general level 
of prices is much lower, as is the case 
at present, and the result is a very severe 
limitation on buying. It requires no 
prophet to see that buying in steel will 
not improve until prices are even lower 
than what tlhiey are today. 

The two principal items of expense in 
steel-making are labor and _ transporta- 
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tion. These two items amount to about 
90% of the total cost of steel production, 
with labor expenses estimated at about 
50% of total expenditures and transporta- 
tion, the other 40%. In order to bring 
prices down, therefore, to a level to en- 
courage buying, it would obviously be nec- 
essary to cut deeply into the two principal 
items of expense. Thus far, the steel 
companies have concentrated their efforts 
on cutting their wage expenditures. Inas- 
much as they had this directly under their 
control, there was no particular difficulty 
about accomplishing what they started out 
to do. The result is that labor wages in 
the steel and iron industries for the coun- 
try as a whole are about 25% under the 
highest paid last year. However, labor 
costs are not the sole consideration in 
steel prices as stated above and despite 
the lower operating costs due to lower 
wages, the steel companies are not able 
to make money on the present basis of 
prices. It is a paramount necessity, if the 
steel companies are not to run into losses, 
that transportation rates come down to 
about the same degree as labor costs. Few 
appreciate how large an item transporta- 
tion is in steel-making. A few figures 
may suffice to indicate the situation, in 
this regard. In the South, freight rates, 
on some raw materials required for pig 
iron . production, have increased 300% 
since 1914; in the North, freight rates on 
iron ore from Upper Lake points have in- 
creased 80% and from lower Lake points 
over 100%; coal freight rates have in- 
creased over 100% and in some case of 
local rates about 200% in some cases. 
Freight rates on limestone have increased 
130% and more. 

These, together with labor, are the prin- 
cipal items in steel and iron making. It 
is obvious that with such tremendous in- 
creases in their costs, as are indicated in 
the above, on the present basis of prices, 
the various steel-making interests are 
meeting with a terrific obstacle. Unless 
these costs can be lowered, it is practically 
certain that the steel companies cannot 
make profits. 





U. S. Steel earned $180 a share against 
$4.09 a share, Lackawanna showed 2 cents 
a share against $6.87, Midvale showed a 
deficit of 69 cents a share against profits 
of $1.02, and Republic incurred a deficit of 
$2.60 a share against profits of about $3.50 
a share. Bethlehem Steel is understood to 
have earned slightly more than its regular 
$1.25 dividend against over $4 in. the pre- 
ceding quarter. 

It is significant that of the five compa- 
nies enumerated above, only two—U. S, 
Steel and Bethlehem—are still paying divi- 
dends on their common stock. Republic, 
Midvale and Lackawanna have all passed 
their dividends. Out of fifteen of the 
principal steel companies whose shares are 
listed on the New York Stock Exchange 
only six are paying dividends and at least 
two of the dividends now being paid are 
in an uncertain position to say the least. 
These two are Crucible and Superior 
Steel. It is possible that by the end of the 
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results in that period will be much better 
than those of the secon quarter. The 
probabilities are, therefore, that except 
for the strongest companies, like U. S. 
Steel and Bethlehem Steel, the deficits 
which will inevitably be incurred will 
force most of those companies which are 
still paying dividends to suspend pay- 
ments. The restoration of these dividends 
is problematical within a half year at the 
earliest, considering the likelihood that the 
steel industry has a few months more of 
depression ahead of it, and that the sub- 
sequent revival will have to have at least 
three months of good business behind it 
before the various company directorates 
will feel warranted in placing their stocks 
on a dividend-paying basis. 


Asset Position 


In estimating the ability of the steel 
companies to resist the effects of the pres- 
ent period of depression, it is necessary to 
take into consideration the fact that dur- 
ing the war-years these companies built up 
enormous reserves which should now 
stand them in good stead. The U. S, 
Steel Corporation alone added $352,950,- 
913 to its working capital from Dec. 31, 
1914, to Dec. 31, 1920, and cut down its 
funded debt by $74,290,239, or a total of 
$427,241,242. This is equivalent to about 
$84 a share on the common stock. The 
big company also spent the sum of $500,- 

for new constructions and acquisi- 
tions. On Dec. 31, 1920, the net assets 
applicable to the common stock amounted 
to $230 a share. The present selling price 
is about $82 a share.—vol. 27, p. 839. 

Midvale is another company in a very 
strong liquid position. Next to U. S. 
Steel, Midvale has the largest working 
capital of any of the steel companies. 
During the past five years, its working 
capital has increased about $27,000,000 and 
deducting an increase of about $3,330,000, 
about $23,670,000 working capital as of 
the beginning of the year amounted to about 
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STEEL COMPANY EARNINGS. 
Dollars Per Share. 


United States Bethlehem Republic 
eecsecces 9,96 28.12 14.06 
sescesece 48.46 71.68 59.16 
ceveccces 39,15 43.20 63.42 
opeep eee 19.67 21,00 82,17 
oceedcees 10,14 19,20 8,56 
oeveseens 16,62 18,40 19.55 

tDeficit. 


$85,000,000. Inventories are smaller than 
they were in 1918. or 1919. Recently the 
company omitted 
the dividend on the 
common stock, 


thereby placing it- 
self in a stronger 


6.86 position to meet 
15.73* 34.80 the anticipated de- 
17.79 45.88 pression in the in- 
a ae dustry. The net 
aie oinh assets applicable to 
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$82 a share, against 





the readjustment 
period of the 
steel industry will be a very slow and 
painful process. 


t First Quarter Earnings 


Net results during the first quarter 
showed plainly the handicaps under which 
the steel companies were operating. For 
the five representative companies—U. S. 
Steel, Bethlehem, Midvale, Republic and 
Lackawanna—results showed that only 
two of them, U. S. Steel and Bethlehem 
Steel, earned their dividends. Two of 
them—Republic and Midvale—incurred 
deficits and the other, Lackawanna, earned 
the insignificant amount of 2 cents a share. 
In every case, earnings showed a decline 
from those of the preceeding quarter. 
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year the only dividends being paid on im- 
portant steel stocks will be those on U. S. 
Steel and Bethlehem Steel. 


Present Status 


From various steel centers come reports 
of unsettled markets and sluggish demand. 
Although it is over half a year since prices 
first commenced to decline, concessions 
are still being made. In a broad way, the 
price trend is still downward. In the 
meantime, the steel companies are operat- 
ing at a loss in most instances. The re- 
sults for the second quarter of the year 
will undoubtedly make poor reading. The 
third quarter is near at hand and from 
present indications it does not appear that 


the present selling 
price of 27—vol. 27, p. 619. 


The working capital of Bethlehem Steel 
amounts to about $77,500,000. Cash on 
hand, including treasury certificates and 
marketable certificates, amounts to about 
$21,000,000. This is sufficient to run the 
company’s business provided it undertakes 
no new construction. The equities behind 
both classes of common stock amount to 
about $212 a share, against the present 
selling price of about $60 a share. The 
dividends on Beth. Steel common, both 
“A” and “B”, next to the dividends on 
little Steel seem in the most secure posi- 
tion of any dividends now being paid on 
the common shares of steel companies, but 

(Continued on page 221) 
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Growing tobacco un- 
der shade on one of 
American Sumatra’s 
Connecticut Acreages 

















American Sumatra Tobacco Co. 








Sumatra’s Troubles 





Tobacco Industry Facing Readjustment — American Sumatra’s Inventories Rather High — 
Consolidated Cigar’s Dividend Outlook 


HE tobacco industry, which on 
surface seems to be in fairly good 


shape, has actually entered what may 
turn out to be a drastic period of 
adjustment. There are several important 


factors at work which must be considered 
in an estimate of the industry’s future. 
One is the fact that there has been a 
tremendous over-production; the other is 
that, with a few exceptions, retail prices 
of tobacco products have not yet given 
way to the general deflationary movement 
and are consequentiy out of line with the 
average price level. It is to be doubted, 
considering the tremendous force of the 
movement toward lower prices, that this 
industry, the activity of which is essen- 
tially based on the demand for a luxury, 
can withstand this pressure indefinitely. 

During the past few months there has 
been a tendency toward curtailment of 
production, especially with regard to cigar- 
manufacturing but the rate of decrease 
with regard to output has not been as 
rapid as the rate of decrease with regard 
to consumption and the result is that 
there is a huge surplus of cigar tobacco 
and cigars. This particularly affects com- 
panies like American Sumatra which is 
chiefly engaged in the production of leaf 
tobacco used in cigar-making. 

American Sumatra grows high-grade 
tobacco and up to the present the more 
expensive tobaccos and cigars have not 
been seriously affected by the declining 
movement which is now becoming visible 
in most other grades. On the _ other 
hand, the tendency to cut cigar prices 1s 
slowly reaching upward into the higher- 
grade products and this is inevitably bound 
to affect the company. As a matter of 
fact, the Consolidated Cigar Company, 
which is controlled by American Sumatra, 
has been already feeling the brunt of the 
declining demand for cigars. During the 
past few months, its production has been 
curtailed rather heavily and there is little 
reason to believe: that this company will 
make as favorable a showing this year 


for JUNE 11, 1921 


By A. T. MILLER 


as in the preceding year. The decline in 
this company’s earnings consequently will 
affect the edrnings of the controlling com- 
pany. 
Sumatra’s Earnings 

Earnings of the American Sumatra 
Tobacco Company on its common stock 
have been very irregular since the incor- 
poration of the company in 1910. Before 
the war earnings were of a microscopic 
description. It was not until the boom- 
years brought on by the activities of the 
war, that the company was able to report 
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AMERICAN-SUMATRA TO- 
BACCO CO. 
WORKING CAPITAL, 


Current Current Working 

assets ilities capital 

1915 $2,405,773 $1,014,871 $1,390,902 
1916 3,060,502 449 2,630.058 
1917 3,668,151 $31,769 8,336,382 
1918 7,107,633 2,423,734 4,683,899 
1919 7,607,285 2,141,896 5,465,389 
1920 17,067,034 2,003,767 15,068,267 
1921* 21,645,641 5,574,896 16,070,745 
*As of Jan. 81, other years as of July 




















a fair showing on its common stock. It 
broke the ice in 1914 with earnings of 
$3.11 a share. It was not until 1917, 
however, that earnings began to assume 
really respectable proportions and in that 
year, it reported a surplus for its common 
stock of $13.96 a share. The following 
year was the best in the history of the 
company with a net of $29.75 a share. 
In 1919, earnings fell off sharply owing to 
the universal adjustment made necessary 
by the ending of the war and the net 
result was a balance of only $5.56 a share. 
The 1919 earnings are peculiarly signifi- 
cant because they show that in a period: 
of uncertainty, the company was unable to 
make a good showing, comparatively 
speaking; and considering that the period 
through which the company is now passing 
is even more acute than that’ of 1919, it 
is a wartanted assumption that the re- 
sults for the present year will be some- 
what on the order of those of 1919 and 
other years, when earnings fell off heavily. 
Apparently, American Sumatra does not 
profit from a period of depression as do 
some other branches of the tobacco indus- 
try, such as cigarette manufacturing, for 
example. 
Dividends 

Since the end of 1917 and up to the 
beginning of this year, dividends on Amere 
ican Sumatra common have been main- 
tained on an annual 10% basis, par value 
being $100. This includes a 15% stock 
dividend which was paid in 1918. On 
April 21 this year, however, the directors 
reduced the dividend rate from $2.50 quar- 
terly to $2.00 quarterly, evidently antic- 
ipating a period of declining earnings, 

The future rate of dividends, of course, 
depends entirely on the company’s earn- 
ings and on its financial position. From 
the viewpoint of future earnings, as stated 
above, it does not appear likely that the 
company will be able to make as good 
a showing as in the best years of its 
history. On that basis, the present high 
dividend rate does not appear secure, Nor 
does an analysis of the company’s finam- 
cial condition lead to a more favorable 
conclusion with regard to the future rate 
of disbursement. ’ 

Total working capital as of Jan. 3}, 
1921, amounted to about $16,000,000 
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While this was the largest amount in the 
history of the company, ‘the result is 
chiefly attributable to an increase of about 
$1,250,000 in inventories, exclusive of an 
increase of about $425,000 in live stock 
and supplies. Cash on hand shows a de- 
crease of $125,000 since July 31, 1920. The 
proportion of cash to total working cap- 
ital is not very large, being approximately 
12%. It is obvious that under the cir- 
cumstances the company will prefer to 
conserve its cash assets to the greatest 
extent possible; and that if it were nec- 
essary to choose between maintaining the 
present rate of dividends and impairing 
the liquid position of the company’s assets, 
the vote would almost surely be cast for 
the saving of cash. The recent action of 
the directors in reducing the dividend 
from $2.50 quarterly to $2.00, shows their 
conservative intention and it may be pre- 
sumed that in the case of need this pol- 
icy would be followed again. 

The main weakness of the company’s 
financial position consists of its compar- 
atively large inventories. These are car- 
ried at fairly high prices, according to the 
understanding which I have been given, 
and in view of the almost inevitable cut 
in prices, it is likely that there will be 
considerable depreciation im value by the 
end of the year. The company has no 
reserve set aside for depreciation purposes 
and in the event of a serious decline in 
prices, this will have to be taken out of 
the current year’s earnings. 


Consolidated Cigar 

The Consolidated Cigar Company, m 
which American Sumatra is heavily inter- 
ested, is one of the three largest manu- 
facturers of cigars in the United States 
and has a manufacturing capacity of over 
400,000,000 cigars annually. There is no 
funded debt. The outstanding 7% cumu- 
lative preferred stock amounts to $4,000,- 
000 in $100 par value shares. There are 
outstanding 103,500 shares of common 
stock on which dividends are now being 
paid at the rate of $7 annually. 

Last year, which was a very prosperous 
one for this company, resulted in net 
earnings of about $11.70 a share. After 
paying out dividends on the preferred 
stock amounting to $260,491 and dividends 
on the common stock amounting to 
$1,171,125 (including a stock dividend of 
15%) this left the company with a sur- 
plus for the year of only $53,831. Glanc- 
ing at the balance sheet, we find that in 
comparison with its inventories which are 
valued at cost at about $7,500,000, its cash 
on hand of only $750,000 is very small, too 
small, in fact. The question is, now that 
business in the cigar industry shows a 
declining tendency: Is the present $7 
dividend rate secure in view of relatively 
unfavorable cash position of the company 
and the unsatisfactory business outlook? 
The writer does not desire to be put down 
as a thorough-going pessimist but it cer- 
tainly does seem, in view of surrounding 
conditions, that there is a reasonable doubt 
as to the ability of this company to 
maintain the present rate. Any unfavor- 
able change in the dividend rate of Con- 





tance in considering the American Sumatra 
situation—vol. 27, p. 322. 
The Outlook 


While acknowledging the fact that 
American Sumatra and Consolidated Cigar 
are paramount factors in their respective 
fields and that in favorable periods these 
companies have shown excellent earning 
power, it is of equal importance to realize 
that the present and probably the future 
conditions surrounding these companies, 
at least for a year or so, indicate the 
probability of a recession in earnings. 
This is not a situation which is limited to 
American Sumatra as it is being faced by 
practically every industrial company. 
Nevertheless if the depression continues 
long enough the result will be unfavorable 
on the company’s earnings and conse- 
quently dividends. At best, therefore, the 
outlook for the company is more or less 
uncertain. The above, of course, refers 
specifically to common stock dividends, 
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allusion to the notes and preferred stock 
being made in the following. 


The 7% % Notes 


The funded debt of American Sumatra 
consists of $6,563,000 5-year sinking fund 
convertible 734% notes due June 1, 1925. 
These notes are redeemable by the com- 
pany at 105 and interest during the first 
year (date of issue June 1, 1920) and 
thereafter to maturity at the decreasing 
rate of 1% per annum, at 60 days notice. 
The notes are convertible up to December 
31 this year at the rate of 914 shares for 
each $1,000 note. After that date they 
are convertible into stack at the rate of 
9 shares for each $1,000 note. The con- 
version privilege, at least for the balance 
of this year, appears to be of doubtful 
value. In order to convert profitably this 
year, it would be necessary for the stock 
to sell at higher than 105 27/100. Inas- 
much as the stock is now selling at about 
60, there would have to be an advance of 
about 45 points before a profitable con- 
version figure could be reached. Under 

existing conditions, it is hardly likely that 
Even assuming the 
maintenance of the present $8 dividend on 


the common stock, a price of 105 for an 
$8 stock certainly appears very high ac- 
cording to present standards of value, 
and there is no reason to believe that 
such standards are going to change rad- 
ically in the balance of the year. 

The notes are not secured by mortgage 
but are a direct obligation of the com- 
pany. Earnings last year were vastly in 
excess of interest requirements and even 
under more depressing conditions than 
those which prevail at present, there is 
no reason to believe that interest require- 
ments cannot be successfully met. The 
present price of the notes is about 95 with 
a flat yield of 7.5% and a yield of 9% 
if held to the end of the 5-year period 
when the notes come due. The notes may 
be considered a very attractive investment 
with principal and interest practically safe. 


American Sumatra Preferred 


The company has only_a very small 
issue of preferred stock outstanding, 
amounting to $1,963,500 with $36,500 held 
in the treasury. This issue is cumulative 
and pays 7%. ‘Par value is $100. The 
equity value behind the preferred stock is 
about twice sufficient to pay for the stock 
in the event of the liquidation of the com- 
pany so that the principal may be con- 
sidered safe. Dividends since 1910 have 
not been paid regularly but since 1914 
shareholders have received the regular 
dividend without a halt, in addition to ac- 
crued dividends resulting from non-pay- 
ment in the earlier years. Since 1914, divi- 
dend requirements have been earned by a 
wide margin. Inasmuch as there is only 
$140,000 annually needed for dividend 
payments on this issue, it hardly seems 
possible that the company cannot meet 
this obligation with ease. The price is 
about 85 with a yield of about 84%. 
Since 1917 the stock has fluctuated be- 
tween 103 and 79, The issue is among 
the better class of industrial preferred 
stocks and while it has not a true invest- 
ment rating, it is worthy of considera- 
tion at present prices. 


The Common Stock 


American Sumatra common is highly 
speculative and is the scene of many wild 
fluctuations. Recently the stock has had 
a very severe decline followed by a 
partial recovery. 

The reason given for the decline was 
that the company’s tobacco crops were in 
danger of being entirely destroyed by an 
unknown plant disease. Subsequently this 
was denied by officials of the company. 
The real reason for the decline in the 
stock, however, seems to me to be more 
fundamental and is based on the apparent- 
ly poor outlook for the company. While 
it is possible that the stock in its big de- 
cline from 106 last year to its present 
price of about 60 may have already dis- 
counted the situation, the uncertainties 
surrounding the earning capacity of the 
company during the next year or two, 
hardly make a commitment in this issue 
advisable, at least at the present time. 
The stock undoubtedly has attractions as 
a speculation for those who are partial to 
rapid movers but as an investment or even 
speculative investment it cannot be rec- 
— for the reasons stated.—vol 27, 
dD. 
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U. S. Industrial Alcohol Co. 








Alcohol Industry F coe Uncertainties 


Proposed Legislation and Prospects of German Competition Becloud Outlook—Industrial Alcohol 
Company in Strong Position at Present 


| NDUSTRIAL alcohol is used today for 
fuel, light and power. It is essen- 
tial to the dye industry. It is used in 
the manufacture of paints, varnishes, 
lacquers, perfumes, gums, resins, soaps, 
cils and wax. It serves as a dehydrating 
agent in the manufacture of photo prints 
and negatives. It is indispensable in hos- 
pitals as an ablution and antiseptic; is 
also used in the preparation of tinctures 
and drugs and it has no rival as a preser- 
vative. 

Under the circumstances, it is not too 
«much to say that the U. S. Industrial 
Alcohol Company—producing more of the 
fluid than any other company in the United 
States—plays a highly important part in 
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the country’s business. By the same token, 
the company’s future would seem to be 
very secure. 

There are, however, a number of pres- 
ent factors which qualify both the stabil- 
ity of the alcohol industry and the bright 
outlook of the Industrial Alcohol Com- 
pany. In the writer’s opinion at least, 
these factors should be carefully weighed 
by any prospective purchasers of Indus- 
trial Alcohol shares. 

Prohibition 

The bans placed on beverage alcohol as 
a result of the prohibition amendment have 
not been without their ill effects on the 
industrial alcohol industry. Many obsta- 
cles have been placed in the way of sales 
of ethyl alcohol because of the large 
amount that has found its way into the 
hands of illegitimate users. 

Typical of the legislative attitude toward 
the industry is a bill just recently proposed 
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and which, besides providing for a heavy 
tax on all sales of ethyl alcohol, would 
also compel intending purchasers of the 
commodity to go through endless red 
tape before allowing them permits with 
which to procure it. If this bill became 
law, such concerns as Industrial Alcohol 
would probably be compelled to divert al- 
most their entire production into dena- 
tured alcohol, thus cutting off a very valu- 
able source of income. 

Jeopardizing the legitimate alcohol in- 
dustry in this way, it may be noted, seems 
a direct contradiction of the express pro- 
visions of the National Prohibition Act, 
which contains the following: 

“An act to prohibit intoxicating bever- 
ages and to regulate the manufacture, pro- 
duction, use and sale of high-proof spirits 
for other than beverage purposes, and 
to insure an ample supply of alcohol 
and promote its use in scientific re- 
search and in the developing of fuel, 
dye and other lawful industries.” 

The act also provides that undenatured 
ethyl alcohol may be withdrawn free of 
tax by the following: 


“the United States, or any Govern- 
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mental Agency thereof, or by the several 
states and territories, or any municipal sub- 
division thereof, or by the District of 
Columbia, or for the use of any scientific 
university, by any laboratory for use in 
scientific research, or for use in any sani- 
torium or hospital.” 
German Competition 

Besides the limitations on the alcohol 
industry resulting, more or less directly, 
from prohibition, there is the prospect of 
foreign competition to consider. Before 
the war, Russia and Germany were the 
largest competitors of this country in 
the production of industrial alcohol; and 
the prospective re-entry of the latter into 
the field offers a serious problem. 

In Germany, both agricultural condi- 
tions generally, and labor conditions in 
particular, permit the production of pota- 
toes much more cheaply than can be done 
in this country. The saccharine obtained 
from these potatoes gives a high yield of 
alcohol at a correspondingly low cost of 


production. Broadly speaking, the Ameri- 
can alcohol industry has not much hope 
of competing successfully with Germany 
today—and it will have less hope than 
ever if a heavy tax were to be placed on 
the production of the commodity in its 
undenatured state. 

The industry needs protection; and 
it can be seriously harmed by oppres- 
sive legislation. Until these facts are 
realized and acted upon, its outlook, as 
an industry, will continue hazardous. 


Growth of U. S. Industrial Alcohol Co. 


The largest alcohol producing company 
in this country is the United States In- 
dustrial Alcohol Co. The growth of this 
company has kept pace with the industry 
in general, as will be seen from graphs I 
and II. There is no doubt but that the 
war proved a great stimulus to the pro- 
duction of alcohol for use in explosives, 
but a careful study of graph I indicates 
that, even eliminating the abnormal peak 
of the war years, the trend of the indus- 
try is still up. As a matter of fact, the 
consumption of industrial alcohol today 
is more than double the amount used 
before the war. In 1920 there were 
approximately 29,000,000 gallons of dena- 
tured alcohol produced in this country 
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as against about 10,500,000 gallons in 1914, 
an increase of over 176%. 

The earnings of the company have in- 
creased enormously as a natural result of 
this large expansion; but prior to the 
war the record of the company was a 
very unimpressive one. In the period from 
1910 to 1914 inclusive, Industrial Alcohol 
earned on an average of only about $3 
a share on the common stock, 

(Continued on page 208) 
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Courtesy National City Co, 


Building Your Future Income 
Don’t— 


E MISLED by large dividends. 
The payment of dividends, except in the case of stand- 
ard securities, is apt to be far from representative of 
a company’s financial condition. Vice versa more than one 
board has been known to have withheld, or deferred, divi- 
dends for reasons apart from actual resources. 

A company’s earning power, as established over a reason- 
able period of years, is probably the best index of its possi- 
bilities; whereas dividend payments may reflect only imme- 
diate considerations at the time a given directorate meets. 

The promotion stocks promising huge dividends can gen- 
erally be best catalogued as extremely precarious. New 
companies which over-generously dissipate profits (even if the 
purpose is not merely to “impress” stockholders) are simi- 
larly independable. 

. = s 

—ACCEPT too readily the views of prejudiced authori- 
ties. Such authorities, whether they be officials of a com- 
pany or merely holders of the stock—and no matter how 
honest their intentions—are naturally inclined to mix their 
blacks with white. You don’t have to be suspicious of them 
in order to check up their views and their advices. It is 
simply being wisely cautious. 
s 8 & 

—PIN too much faith in a concern’s war-time earnings. 
Somewhat rudimentary advice, this; but judging from the 
circulars a certain stock dealing class is sending out, it’s 
timely advice. The world’s business is altered almost as 
completely now from what it was during the war as it was 
altered during the war from what it was before. So far as 
the future is concerned war-time earnings and performances 
would far better be entirely ignored than assigned undue 
importance. 

* 8 & 

-—SHAPE your opinions of a security according to any 

statements or nomenclature appearing on the face of it. 
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A stock of no par value may actually be worth ten times as 
much as a stock of par value one-hundred dollars. A first 
mortgage bond, with no matter how imposing an array of 
indenture clauses on its face may actually be less valuable, 
even less safe, than an every-day, commonplace share of 
stock. The true values behind a security are revealed only 
through a careful study of the issuing company; and the 
smaller these values the greater the effort is likely to be to 
disguise them. 
= o°s 


—OVER TRADE—or over burden your bank account 
in any other respect. Buying more securities than can be 
safely carried is one of the commonest causes of “forced 
liquidation.” No matter how promising what you may 
hold may appear, sudden reverses are always possible and 
frequently occur. Follow the plan- suggested in a recent 
issue of this Magazine—allotting a certain portion of your 
income to expenses, a certain other portion to savings and 
the last third to investments. Use this last third for all it's 
worth; but don’t endanger the rest of your income by over- 
using it. 

* 8 *# 

—KEEP your investment methods to yourself. In ne 
activity is an exchange of ideas, an open, unprejudiced mind 
so essential to success. 

* 8 & 


—SPECULATE with other people’s money, even though 
they do consent. If you are fortunate they will be pleased, 
of course; but you will have them constantly inquiring about 
your progress—as likely as not asking you to return a certain 
part of the principal at the most inopportune moments. And 
if you lose, nothing on earth will erase the incident from their 
memory. They may promise to do otherwise; but they will 
always classify you as a bad steward. If you must handle 
their funds, let safety be your primary object. 
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Deciding to Get There 


Substituting “Will” for “Wish”—A Practical Way to Start— 
The Stunts Worth While 


INANCIAL independence at 50 is a 

very broad expression, however, it has 
served an extremely important purpose. 
It has made many a person stop and think 
ef what financial state they are going to 
be in when the years begin to tell on them, 
when they will pot be able to go as hard 
and as fast as they now can. 

After considering the matter, most of 
these persons have decided, although per- 
haps in a vague sort of way, what their 
income from investments should be at that 
time. They have stopped, looked and 
listened to the call of the future, and those 
who decide to be benefited have begun 
then and there to formulate a plan to make 
their wish develop into a reality. 

You, just as everyone else, wish to be 
financially independent at 50. You know 
you wish it, but how can you obtain it? 
I believe the first thing you must do, the 
very first, is to stop wishing and start 
willing for the better things in life. I 
mean by this, instead of saying to your- 
self, “I wish I could have so and so at 50,” 
say to yourself, “I will have so and so at 
50.” 

Try it in practice right now. Say to 
yourself audibly or inaudibly, as you see 
fit, I will be independent at 50. I will 
make good. I will succeed, I will master 
this thing I am about to undertake. Don’t 
you feel the stimulating effect that the 
word will has on your whole being? Try 
it again and see if you don’t feel your 
muscles grow tenser, your senses and 
nerves more alert. 

Locate your bad habits, those things that 
hold you -back from success. Your good 
habits leave alone, for they will take care 
of themselves. Wéill to correct these. It 
may take much time to do it, but—do it, 
Don’t wish to do it, but will to do it. 


From There— 


You have now determined on a major 
ideal, also some minor ideals. Your major 
ideal is to will to do things, instead of 
wishing to do things. To obtain independ- 
ence at 50 necessitates you willing and 
thereby doing many things. You must sub- 
stitute “I know” for “I think,” I ‘will for 
I wish. How are you to proceed from 
here? 

Make plans and schedules. Consult com- 
petent counsel. Get all of the knowledge 
and advice you can and then do what you 
believe is the right thing for you to do. 
Learn the meaning of the term “dispatch- 
ing.” If you owe any kind of an obliga- 
tion, money or otherwise, fulfill that ob- 
ligation at once and be done with it. 
Don’t delay. In other words, pay as you 
go along. Don’t be burdened with a host 
of minor obligations hanging over you to 
lessen your personal ability. You will for 
independence. Demand it and get it. 


Things to Know 
You must gather a number of facts to- 
gether before you can lay your plans, if 
you are to have a really good plan, by 
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the use of which you are going to produce 
your building. For illustration let us enu- 
merate the most essential. 

1. Present salary. 

2. Detailed expense account. 

3. Physical condition. 

4. Amount of spare time. 

Amount of salary you know off hand; 
also your general physical condition. You 
may have to keep a little note book in 
your pocket and jot down every penny 
that you spend so as to really know what 
your expenses are. Likewise with your 
spare time. Keep™an accurate record if 
you are in earnest and really want to 
know. 

Take the amount of your salary and will 
to save 10%. Go over your detailed ex- 
pense account, one that is a week or two 
old, and see just exactly the items and 
then the sum total amount that you could 
have done without. When you have done 
that carefully you will realize how easily 
you could have saved that 10%. 

If you are a beginner and that 10% is 
only $2.50 or $5 per week, take that amount 
every pay day and buy War Savings 
Stamps. Do that before you spend a 
penny for other things. When you get 
enough, if you wish to, exchange them for 
Liberty Bonds. Now that you have made 
your investment, you must forget about it 
so far as using it for any other purpose 
is concerned, This type of learning, learn- 
ing to forget, is very difficult work, but 
you must do it, for you have willed to be 
independent, and this is the only way that 
the stunt can be accomplished. The whole 


thing is only a game, but to win you have 
got to stick to the rules. 


When New Fields Offer 

Suppose now you have gone along this 
far. Have played the game fair. Fair to 
yourself and everyone else you have had 
any dealings with. The square deal is the 
only successful deal. Honesty is the only, 
not merely the best, policy. You have 
$1,000 invested in Liberty Bonds. You 
have made use of spare time to study busi- 
ness and financial conditions and are now 
“chafing at the bit” to play a bigger game 
and earn better than the 444% of a Liberty 
Bond. 

You have now reached a very dangerous 
curve in the road. Watch your step and 
continue to play safe. Go to your banker; 
take him into your confidence; lay your 
cards right out on the table, face up. Tell 
him, in other words, just what you expect 
to accomplish, and ask him what he would 
advise you to buy. He will undoubtedly 
loan you 50% of the value of your Liberty 
Bonds, $500 at 6%. Now you may en- 
large on your original plan. Dividing the 
$1,000 into three parts; 50% or $500 to go 
into the best security that you can buy, 
irrespective of dividend yield (remember, 
no security can ever be too safe) ; 25% or 
$250 into what may be called a business 
man’s investment. Good substantial pre- 
ferred stocks. The remaining 25% or 
$250 in a security that has some specula- 
tive feature. But no penny stocks and no 
margins, for you really are on a 50% 
margin by virtue of your loan. 

You see here you stand to lose a part 
of your savings, but by now you should 
find that not only have your investments 
increased but so has your salary, your self- 
respect, your will-power, and your deter- 
mination to be classed among the fellows 
that accomplish stunts worth while. 





There Is no Mystery to “Outside Income” 
By the Method Outlined Below, I Claim That All Can Acquire 
an “Outside Income” 

By CHAS. P. HARVEY 


UCCESS in any line of endeavor is 

made possible by system and having 
adopted the proper method, then to studi- 
ously and religiously adhere to the plan, 
and it cannot fail to gradually give Mr. 
Average Man an “Outside Income.” I 
know as I am Mr. Average Man. My 
plan can be explained in a very few words, 
and I have not failed as yet to convince 
some of my friends that this is the proper 
and only real system for acquiring an 
“Outside Income.” 

First of all, the patient should secure 
a blank furnished by several Stock and 
Bond houses, called “Stock and Bond 
Register.” This Register is so arranged 
that it shows the twelve months of the 
year. 

Assuming that the ambitious one has 
succeeded in saving $250 and purchased 
with this sum five shares of XYZ Steel, 
he would then place the dividends re- 
ceived from this investment in the space 
provided for the month it is received— 
namely, Feb., $7.50; May, $7.50; Aug. 





$7.50; Nov., $7.50. This chart has now 
a good start and with patience the saving 
person is bound to become an investor. 

The next step in the procedure is to 
open a “Saving Account,” not so much 
with the idea of the three or four per cent 
interest on the savings as for the purpose 
of keeping the “Outside Income” account 
in shape for more investments. Our 
friend has, after a year, earned $30, or 
$2.50 per month, which at this time nets 
him 12% on his money, and having saved 
a sufficient amount in his saving account, 
which together with his $30 interest 
earned, he has another $250 to invest. He 
buys five shares of ABC around $50 per 
share, and the income he places on his 
chart—Mar., $7.50; June, $7.50; Sept. 
$7.50; Dec., $7.50—and he has increased 
his monthly income to $5 per month and 
is still reaping 12% on his money. 

This second year of saving requires less 
effort as his interest income has increased 
and he finds himself at the end of the next 
year with no less than $300 to invest. He 
now buys five shares of Blank Steel, 

(Continued on page 199) 








Points for Income Builders 


Tape Abbreviations and What They Mean—The “Why” of No-Par-Value Stocks—Watered Stock 
and What It Means 


TAPE ABBREVIATIONS 

With some hesitation, we submit on 
this page a few sections of stock tape 
just as they came from the ticker on May 
25th, 1921. Hesitation, because we are 
not quite sure that income builders should 
be encouraged in the fascinating business 
of “tape reading” which is more in the 
field of the active trader. However, on 
the theory that our readers are always 
interested in gleaning a little more 
knowledge, and know how to digest it 
when they get it we offer the following 
interpretation of the transactions recorded 
on the tape sections here presented: 

The first transaction was in Texas 
Company, 200 shares selling at 3634, the 
figure 2 indicating the number of hun- 
dred shares involved, Next was 100 
shares of Mexican Petroleum at 14954. 
No figure is given to designate the size 
of this trade because all trades are as- 
sumed to be in 100 share lots unless 
otherwise indicated. Then comes “last 
NA 597% Error,” which means that a 
previously reported sale of 100 shares 
North American Co. at 59% was er- 
roneously reported and did not occur. 

The succeeding transactions are inter- 
preted as follows: 100 Transcontinental 
Oil at 9; 100 crucible at 69%; 100 Cruci- 
ble preferred at 84; 500 Great Northern 
Railway at 66%; 100 Columbia Grapho- 
phone at 7; 100 Middle State Oil 
at 13%; 200 Sinclair Con- 
solidated at 2454; 100 Pacific 


ever increasing numbers have been issu- 
ing their shares without assigning any 
“par” value to them. 

Numerous factors may have contributed 
to the change; thus, the liability of share- 
holders, tax provisions, etc., may have 
been considered but, in the final reckon- 
ing, the growing preference for “no-par- 
value” shares has probably sprung chiefly 
from a desire to do away with the con- 
fusion and misunderstanding which an 
assigned par value frequently caused. 

Recently a letter from a reader appeared 
in these columns, asking how the “real 
value” of a share of stock could be deter- 
mined. In effect, the reply was that, no 
matter how much figuring on assets and 
earning power the questioner might do, 
there was only one “real” value for a 
share of stock—and this was its market 
price. 

The investor who asked this question 
and the editor who answered it engaged 
in the very discussion that was common 
in the days of par-value stocks. An in- 
experienced holder, after buying a share 
of stock at, say, $115, would see “par 
value $100” printed on the face of it— 
and he would feel cheated of the differ- 
ence. It required many letters—and long 
ones—to explain to him that the assigned 
“par value” was merely a nominal distinc- 
tion, and had nothing to do with the 
negotiable value of the shares. 

One of the most concise arguments in 
favor of “no par value” we have seen 


into shares without par value, whenever con- 
venience requires it. 

“As between the two alternatives of permitting 
the issue of stock below par, or authorizing the 
creation of shares without par value, the latter 
seems to this commission the preferable one. 
It is true that it will be less easy to introduce 
than the other, because it is less in accord with 
existing business habits and usages; but it has 


the — By of oe. > oe no 
claims t share thus anything 
i issued x 


Writing in THe MaGazine or WALL 
Street, William R. Watson, of the Cor- 
poration Trust Co., of Chicago said: 


“It is becoming more and more apparent that 
bankers and investors pay little if any attention 
to the question of the authorized capital of a 
corporation or the par value of its stock when 
matters of credit or investments are considered. 
Values are based upon management, actual assets 
and earning power. 

“Varying conditions make it necessary for the 
active corporation, from time to time, to issue 
additional stock, and it is by no means gener- 
~ J the case that the assets will warrant an 
offering of new stock at par. With outstanding 
stock $100 per share, assets may very well 

sent a smaller or greater proportionate wee 
In some cases, arising through 





or reverses, it becomes necessary to 
make concessicns in the term of an offering 
from that of the original or previous issues. 
“In both instances the of n 
average investor plays an important part. 
large proportion do not favor high priced secur- 
ities, as they have the that they 
are a premium for 


WATERED STOCK 
A§ one of the most frequently heard 
expressions in i affairs, 
“watered stock” may seem a 
trifle too elementary for 





Oil at 3534; ‘100 Stude- 


definition here; but it is too 
fundamental to be entirely 
ignored. 

Speaking broadly, stock is 
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said to be “watered” when it 
has been issued in an amount 
in excess of the tangible assets 
behind it. The excuse for 
issuing it may be the pros- 
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pective earning.power of the 
corporation; and the officials 
and directors may have every 
intention to build up plant 





Cuban American Sugar, 22; 


capacity, etc., to a point where 
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tions used for these stocks 





practice of a few concerns to 





on the ticker. If so, such a 
list might be presented in afuture issue. 


—_——_ 


PAR VALUE—AND NO PAR VALUE 


For many years, every share of stock 
listed on the Exchange had what was 
called a “par” value. This par value 
varied; it might be $5, $10, $50 or $100. 

In recent years—actually, since 1912— 
the tendency has been very definitely 
against this practice. Corporations in 
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was put forth by a special railroad com- 
mission appointed during the Taft ad- 
ministration. This argument, which fol- 
lows, is included in Sereno S. Pratt's 
famous book “The Work of Wall Street.” 


“We do not believe that the retention of the 
hundred dollar mark, or any other dollar mark, 
eS Se ¢ aoe 6 

importance. e are rea recommen 
A ign dng Ay he wal ~ 
companies ve no par an 
permit existin rf companies to change their ‘stock 


set a “compensating” value on 
intangible assets. Thus, “Good Will,” 
valued among assets at a certain figure, 
has been known to compose the only values 
behind certain common stock issues. Those 
who want to claim that good will can be 
definitely evaluated in this manner will 
deny that the common shares in such cases 
represent “water,” mostly; but the rest of 
the fraternity, as a general rule, will be 
inclined to disagree. 
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The Executor of Your Will 


Where the Individual Falls Down—Economies and Safeguards of the Better Method—The Fees 


OU may be a shrewd investor but 
unless you have made your will 


you are not a prudent man. Pro- 
viding for the disposal of your prop- 
erty after your death is just as 


important as the acquiring of it during 
your life. The size of your estate has 
nothing to do with the case; the larger 
it is the more complex its handling; 
the smaller, the more important its 
being handled efficiently and econo- 
mically. 

If you die without having made a 
will the court will appoint an adminis- 
trator over your estate, whose duty it 
will be to assemble your assets, pay 
your debts, and divide the balance 
among your nearest relatives, if any. 
This ‘administrator is likely to be a 
total stranger to your affairs and un- 
able to further the best interests of the 
property. A confused settlement is 
liable to result. Moreover; the adminis- 
trator will be powerless to make be- 
quests to friends, heirs or institutions, 
even though he may be convinced that 
you would have preferred to remember 
them. 


Selecting an Executor 


If you appoint an individual as execu- 
tor of your will, your estate will be 
under his guidance. This individual 
may be honest, but incompetent. One 
false step on his part may undo a life- 
time’s effort to make your funds safe 
and the income from them sure. No 
matter how shrewd YOU may have 
been, you cannot bequeath your 
shrewdness. 

Managing an estate is an intricate 
business. It would be as sensible to 
appoint a poet to run a factory as to 
appoint an inexperienced man to man- 
age an estate. Also, the executor you 
appoint might die and then your 
estate would be in a still worse muddle. 


The Trust Company 


Many of our wisest men appoint 
trust companies as executors of their 
estates. The very nature of a trust 
company renders it efficient to act in 
this capacity. It is the oldest trust 
company function. The earliest trust 
companies were organized primarily for 
trust work, and banking came along 
later as a part of their business. 

Men who are in a position to know 
what they are doing—careful and pru- 
dent men, appoint trust companies as 
executors on account of their superior 
equipment and experience, which are 
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Involved 


necessary to the right sort of trustee- 
ship. 

Trust companies are authorized by 
law to act as Executor under Wills, 
for which services the fees are fixed by 


statute. The following are the fees 
allowed in New York State: 
5% of the first......... $ 1,000 
2%4% of the next........ 10,000 
1% of the excess above. .11,000 
Co-Executors 


Sometimes it happens that a person 
making a will desires to have the advice 
and counsel of a relative or other per- 
son intimately acquainted with the 
affairs of his estate, to operate in con- 
junction with the trust company. This 
can be arranged for, and in such a case 
the trust company is called the co- 
executor. This is a particularly good 
arrangement where the settlement in- 
volves a combination of family and 
financial problems. 


Voluntary Trust 


A form of trust which is proving in- 
creasingly popular is that known as 
the voluntary trust. If you would se- 
cure a permanent and steady income 
for yourself in old age, for another 
dependent upon you, or for some other 
specific purpose such as a charity, the 
best way to do this is to set aside dur- 
ing your lifetime a certain fund to be 
held as a trust and the income expend- 
ed as you direct. Thus you may watch 
its operation and alter it or end it just 
as you please. 

Under this head the trust is created 
to conserve life insurance. Sometimes 
heirs lack the business ability to invest 
life insurance money, but this assures 
the best kind of business ability through 
the appointment of a trustee of expe- 
rience and judgment. More and more 
are trust companies acting as trustees 
for life insurance beneficiaries. 

The average trust company acts 
under hundreds of wills and conse- 
quently knows exactly how to transact 
this special and particular business. 
Often it will act for an estate and 
manage it for several generations. 

Also, a trust company knows how to 
make out inheritance tax returns, 
whereas an inexperienced individual 
would almost be bound to blunder in 
this matter. The provisions of the in- 
heritance tax laws of the various states 
differ widely from each other and from 
the Federal inheritance tax law. To 
steer an estate through the shallows 
and whirlpools of modern law and pro- 
cedure is essentially a task for a spe- 
cialist rather than for an amateur. 


The Trust Company’s Advantages 


Some of the advantages of having a 
trust company as executor of a will, 
are as follows: 





1, Business experience. This is of 
primary importance no matter how 
large or how small the estate may be, 
and certainly no individual could have 
the wealth of -practical experience ac- 
quired by the collection of experts com- 
posing the average trust company. 

2. Responsibility. The reliability and 
strength of the trustee of an estate is a 
vital consideration. Of course an indi- 
vidual executor would have to give 
bond, but even that sometimes works 
unsatisfactorily. The entire capital 
stock and surplus of a trust company 
is the guarantee of the faithful perform- 
ance of its duties. The State Banking 
Department sees to the enforcement of 
the strictest safeguards that the law 
can throw around these institutions. 

3. Economy. An outstanding fea- 
ture of trust company executorship re- 
sulting from the immense volume of 
business handled, the efficient manner 
in which it is handled and the type of 
men employed, is its economy. An 
aggregation of similar jobs can be done 
at less cost per unit than a single job, 
just as the Government can afford to 
carry a letter from New York to San 
Francisco for two cents, because it 
carries so many. Moreover, the ex- 
pense incurred in the case of an in- 
dividual executor, and arising from a 
premium on a bond insuring the faith- 
ful performance of his duty (as re- 
quired by law) is not incurred in the 
case of a trust company. 

4. Permanency. Individuals, human- 
ly enough, are subject to many vaga- 
ries. Although a personal executor may 
go on living, there is no guarantee that 
he will not prove dishonest or foolish; 
or that he will not lose his health and 
mental poise. An institution, operating 
under a perpetual charter, assures a 
degree of permanency which could not 
even be hoped in the case of an indi- 
vidual. 

5. Protection. The securities of an 
estate or trust fund when left in the 
care of a trust company are kept in 
fire- and burglar-proof vaults. Also, 
they are subject to regular audits by 
the state authorities. This protection, 
provided without any extra charge, is 
of inestimable value. 


A Place to Keep Your Will 


If you have resolved to appoint a 
certain trust company as executor of 
your estate, don’t delay. Make your 
will now, and lose no time in calling on 
whatever trust company you select. 
Talk frankly with the proper officer; 
tell him just what you want to do. It 
is his business to give you free and ex- 
pert counsel, and he will be glad to do 
so. 
And when your will is finally drawn 
up, the trust company’s vaults will be 
the best of all places to keep it. 
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What We Would Do— 
If We Wanted to Do the Best Thing Possible for Our Employees 


F one of our business friends wrote 
in to us and asked us what we con- 
sidered the best thing he could do for 
his employes, this is the reply we would 
send him: 

We don’t pose as divinely sapient; nor 
do we pretend to have made an exhaustive 
investigation of every plan that has been 
put forward for improving conditions 
among employes. All we have to go on 
is an average amount of human intelli- 
gence and two firm convictions: one, 
that the very best way to help a normal 
human being along—the way that will get 
the warmest response from him—is to help 
him learn how to help himself; and, two, 
that since the people who work in your 
plant are there for just one reason—to 
get a living—nothing you could do for 
them would appeal so much as rendering 
them practical aid and practical encourage- 
ment in the handling of their financial 
affairs. 

With the foregoing to work on, we do 
not hesitate to advise you to instal in your 
plant what is known as the “Industrial 
Savings Plan”—a new-old idea promoted 
by the Savings Bank Association of the 
State of New York. In our opinion, it 
will do more for your people and, in- 
directly, more for your business than all 
the gymnasiums, debating classes and sum- 
mer camps put together. 

Nothing Startling 

There’s nothing startling about this plan. 
It simply provides machinery of the kind 
the average man needs who either doesn’t 
know how to save money or just can’t get 
himself to do it. 

Nor is there anything offensively 
paternal about it, either. “Once your people 
decide they like it—and they have to do 
the deciding—it can be carried out with 
your company acting as nothing more than 
an intermediary between them and the 
banks; or, if desirable, your people can 
name their own intermediary. 

One of the reasons why we think so 
much of this plan is the fact that it gets 
right to the heart of the trouble so many 
men and women have who really want 
to save money but just don’t know how. 
It caters to the thousands who attempt 
to put by more than they can spare; it 
removes the necessity of keeping ex- 
tensive personal accounts; it makes it 
unnecessary for people to walk several 
blocks—perhaps several miles—to reach 
a bank; it puts a very effective brake 
on human weakness—the weakness that 
finds the bureau-drawer roll irresistible 
just when it begins to assume respect- 
able proportions; and, of course, it 
assures that the moneys saved will be 


safe. 
The Idea 


Here is the idea in a nutshell: 


Your company arranges with some con- 
venient savings institution to accept de- 
posits in the name of your employes. Then, 
by consulting privately with each individual 
man and woman in your plant, you find 
out just how much of his salary each 
one wants to lay by each week. You 
den’t bring any pressure of any sort to 
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bear; you’re doing this for your people’s 
good; it’s up to you simply to put the 
idea over, and up to your people to accept 
it or reject it, individually, as each one 
sees fit. However, you won't be doing 
your share unless you drive home the ad- 
vantages that lie in systematic saving. 

Having been advised by each one of 
your people just how much he wants to 
save each week, you get him to authorize 
your cashier to deduct that sum from his 
envelope. 

Then your book-keeping department at- 
tends to this deduction, deposits the money 
in the bank in the employe’s name— 

And that’s all there is to it. 


Yes—lIt Has Been Tried 


You will want to know, of course, 
whether this plan has proven its work- 
ability anywheres yet. It has. A number 
of very large companies have installed the 
Industrial Savings Plan, and all of them 
have gotten good results. Among the 
more prominent we know of may be men- 


tioned Eastman Kodak, New York Tele- 
phone, and the Charles Williams Stores. 

Also you will want to know how to win 
your bank over to the idea. Probably this 
won't be very difficult—the State Associa- 
tion has already blazed the trail. But you 
might make mention of a certain Long 
Island bank whose resources, according to 
our information, have increased from 
$8,500,000 to $20,000,000 in the last five 
years due to the promotion of Industrial 
Savings; which has added 17,000 new ac- 
counts to its list; and has built 1,400 new 
homes, housing some 11,000 people. 

As for the benefits to be derived by your 
employes, the time must certainly have 
passed when it was necessary to explain 
the value of having something in the bank. 
You know how a> nest-egg increases a 
man’s self-respect; how watching it grow 
makes him work harder to increase his 
earning power and thereby his ability to 
make the nest-egg grow faster; how it 
stabilizes his views about society—and, in- 
cidentally, improves the society he keeps. 

We're sold on this Industrial Savings 
Plan. If you want any more information 
about it, write to us again and we'll under- 
take to sell you on it, too. 





Carrying Charges on Stock Subscriptions 


HIS is my first inquiry to you. It’s a 

very important one, otherwise would 

not bother you. Will appreciate greatly 

and remunerate you for any expense in- 
curred. Prompt answer important. 

Tidewater Oil of N. J. issued some new 
stock in January, this year. That is, they 
offered holders of the stock the right to 
subscribe to a new stock at 100, one share 
for every four rights held. January 19 
we bought 200 TV. rights at 13%, pay- 
ing $2,655 to our broker in New York for 
them. January 20 our broker charged us 
$5,000 for the 50 shares of TV. which the 
rights entitled us to. 

Sometime later we asked our brokers if 
we now owned the stock and they replied 
“yes” as we had paid the full amount. 

Sometime later they credited us with 
the regular quarterly dividend of 4% on 
the 50 shares, which amounted to $200. 
This dividend has been paid to the cus- 
tomer, who has paid us in full for the 
stock. 

Recently, the New York brokers 
charged the dividend back to us stating 
that we were not entitled to it. We 
asked for the delivery of the stock and 
they stated we were not entitled to it 
until October 7, 1921, regardless of the 
fact that it was paid for in full, or not 
by quarterly instalments, which instal- 
ments were 25% date of purchase, 25% 
April 7, 25% July 7 and 25% October 7. 

Now, we agree with all these conditions 
about the dividend, etc., because a letter 
from the assistant treasurer of the Tide- 
water Company practically states the 
same conditions. What we desire our 


house to do for us is as follows: 
The $5,000 which the broker charged in 


our account on Jan. 20 should be reduced 
to $1250 on that date and increased to 
$2500 on April 7; and then, on June 7, we 
should remit the $1250; also $1250 on 
October 7. 

We want them to return to us all the 
interest and carrying charges which they 
have charged on the $5,000 from Jan. 20 
to date and they can then credit our 
ledger balance with $2,500 at the same 
time and carry the 50 TV in the open 
account as “50 TV” 50% par. 

Are we right. Why should they have 
the full amount of $5,000 and the stock 
and the dividend, and then on top of that 
charge us 6% interest and about 3% 
carrying charges on this debt balance 
from Jan. 20 to date? Some Stock Ex- 
change house in New York could prob- 
ably be of aid to you in deciding the 
matter. 

After carefully considering the cir- 
cumstances, we feel that you are well 
within your rights in demanding that the 
$5,000 which the brokers charged against 
your account on Jan. 20 should be re- 
duced to $1250 on that date and increased 
$2,500 on April 7 and that on July 7 you 
should remit $1,250 and make a further 
remittance of $1,250 on October 7. 

We also feel that you are justified in 
asking them to return all interest and 
carrying charges on the $5,000 from Jan. 
20 to date and that they could then 
credit your account with $2,500 at the 
same time, and carry the 50 Tidewater 
stock in an open account as “50 T. W.” 
50%. 

We do not know why the brokers 
should have the full amount of the $5,000 
and the stock dividend, and in addition, 
charge you 6% interest and about 3% 
carrying charges on the debit balance 
from Jan. 20 to date. We have not found 
occasion to consult a Stock Exchange 
house, nor is arly remuneration necessary. 
We are glad to help you.—Eprtor. 
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IF A BUILDING BOOM IS COMING 
What Stock to Buy 


There undoubtedly is a construction and build- 
ing boom coming in time. The stocks of those 
companies who manufacture materials used in 
construction will undoubtedly make a great 
that, Which are the stocks of this kind 

ft know about and can recommend?— 


bo ar name several companies to 
you whose operations are confined to the 
lines specified in your letter. We hesitate 
to do so, however, as few of their stocks 
can safely be dealt in except possibly in 
a very small way, as few of them are 
listed and only nominal markets prevail 
for their securities. 

While we feel as you do regarding a 
boom in building operations there is only 
one company we know of that will par- 
ticipate in the profits derived from such 
a boom, and at the same time for which 
a good market prevails for its bonds and 
stocks. This concern is the United States 
Realty Company, the shares of which are 
traded in on the New York Stock Ex- 
change. 

The company is in strong financial 
shape and for a long time past has en- 
joyed a substantial degree of prosperity. 
Last year, its earnings available for pay- 
ment of dividends on its $16,162,800 out- 
standing capital stock were equal to $15.39 
a share. The outlook for U. S. Realty 
is excellent and earnings for the next 
few years should equal or surpass the 
showing of 1920. 


A DECAYED LEGACY 
What Is It Worth? 


An acquaintance of mine in Maine just came 
— gece of some old papers and property, 
found a certificate of stock of the Bos- 
warts Mining Company. his stock was 
in San Francisco, January 10, 1852, end 
is signed Adam Johnson, President,’ and 
William G. Mearcey, Secretary. The stock calls 
for shares in the Boston Mining Company, situ- 
ated in Tuolumne County, Cal., between ackass 
and Morman Gulch, four miles from Sonora, 
shares $150.00 each, ‘transferable by endorsement, 
$50.00 being paid on receipt of this o 
and $100. 00" to be paid from the dividends which 
shall be made semi-annually, payable in San 
Francisco, New York or Boston.—H. A. H. 
We regret to say we cannot find any 
record of the Boston Quartz Mining Com- 
pany nor of the Boston Mining Company, 
with properties situated in Tuolumne 
County, California. The only concern 
under the title of Boston Mining Com- 
pany that we can find has its office at 
Commerce, Okla., and the property is sit- 
uated in the vicinity of Treece, Kans. We 
are sorry we cannot furnish you with 
more satisfactory information but would 
suggest that you write to the State Min- 
ing Commissioner of California, who may 


be able to help you in the matter. 
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GREAT NORTHERN—NORTHERN 
PACIFIC 
Advise Switch Into Western Pacific 


Kindly report on Great Northern and Northern 
Pacific, which I own at $76 and $70.—J. P. B. 


We feel that, within a reasonable length 
of time, a much better market for securi- 
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ties generally will prevail, especially for 
the rails. While it is possible that, as a 
result of: poor earnings, the dividends on 
Northern Pacific and Great Northern may 
be reduced, we feel that such action has 
been pretty well discounted in the market 
price of the stocks ef both these com- 
panies. 

However, if such action should be taken 
by the directors, a temporary decline in 
the price of these stocks might follow. 
If you wish to avoid such a possibility, 
we feel it would be well to switch your 
holdings into Western Pacific preferred, 
paying 6% and whose dividend is secure. 








ANNOUNCEMENT 
Our Free Inquiry Service Resumed 


In response to many requests 
from subscribers, The Magazine 
of Wall Street wishes to announce 
that from now on, inquiries and 
requests for opinions as to intrinsic 
value, earning power, and other 
facts and statistics about securities, 
will be answered free of charge 
subject to the following provisions: 

1—Those who send in sach in- 
quiries must be subscribers of rec- 
ord—not newsstand buyers. 

2—aAill inquiries should be brief, 
and must be on a separate sheet, 
with name and address. Such 
sheets should not contain any ref- 
erence to changes of address, re- 
mittances, complaints, etc., as these 
are handled by separate de- 
ts. Such communications 
should be on separate sheets of 
paper. 

3—Stamped and addressed reply 
envelopes should be enclosed so 
that there will be no mistake or 
error in transmission of the reply 
to the correct address. 

4—A reasonable number of in- 
quiries will be answered for each 
person during the term of a sub- 
scription. Some people have a 
way of writing us every few days. 
This is unfair to us and to aon 
sub-cribers, as it unnecessarily con- 
gests our inquiry department, and 

is unreasonable in view of the fact 
that we are resuming this service 
without charge. We reserve the 
right at any time to reject in- 
quiries from any subscriber who 
is imposing on the facilities thus 
provided. 























CADDO 6s 
None Too Attractive 


Herewith I am enclosing ¢ a circular descriptive 
of Caddo Central Oil a Refining Corporation 
first consolidated 10-year sinking fund 6% gold 
bonds. These bonds have been offered at 56, at 
which price the yield would be very attractive. 
Would this issue, in your opinion, be a safe in- 
vestment?—G. S. K. 


The security behind these bonds is only 


fair and while they possess good salability, — 


they cannot be regarded as a first-class 
risk. Too much depends upon successful 








developments in drilling operations in 
new fields and the maintaining of the 
company’s production. If production can 
be maintained at a reasonable rate, these 
bonds would unquestionably be attractive 
at the price mentioned in your letter. We 
can, however, give you no’ assurance in 
this respect, and this condition is largely 
accountable for the low price at which 
this issue is selling. These bonds appear 
to be a speculative risk, but are not a 
good investment, and we believe that you 
would find better satisfaction elsewhere. 





MISSOURI KANSAS & TEXAS RY. 
Assessment and Prospects 


Will you please favor me with panes cov- 


ering the present standing of M. K. = ae 
both common and preferred stock, which’ I be 
lieve are now in receiver's ds? Whas I 


am mostly interested in is to secure your opinion 
regarding the assessment of stockholders; and 
would you consider it advisable for stockholders 
who purchased this stock at approximately $20 
per share to hold same and accept the assessment 
eS ane of their stock at current prices?—W. 


Under the plan of reorganization, it is 
proposed to assess the common and pre- 
ferred shareholders of the Missouri, Kan- 
sas & Texas $25 a share. This is a rather 
heavy assessment and in our judgment it 
would be better for you to sell your stock 
at current quotations. It is the history of 
nearly all reorganizations that the stock 
of the reorganized company usually sells 
for less than the amount of the assess- 
ment paid in, and in these circumstances 
we feel it will be best for you to get out 
of these shares, and if you feel so dis- 
posed later on take your chance to buy 
back the new stock upon which the assess- 
ment has been paid at a lower net price. 
For a long pull, Chicago & Eastern IIli- 
nois (common) on the Curb around 4, 
recently reorganized, is a better oppor- 
tunity. 


PEOPLES GAS 
Price and Dividend Prospects 


Will you please give me your injom as to 
the pro pone of an early rise in Peoples Gas, 
common appreciate it has risen from arow 
34 to 57, and is now back to 50. Information 
coming to me is that they plan to put it up to 
75 this year. Is it a good buy as specvestment, 
and is ita cwensee for a@ rise of ten or fifteen 
points?—E. W. 

We believe the outlook for all public 
utility companies is steadily improving 
and should the brief recently filed by the 
Peoples Gas Company opposing any re- 
duction in gas rates from $1.15 per 1,000 
cubic feet, be sustained by the courts, the 
company’s position would be very strong. 
In any circumstances and while the stock 
may react somewhat further owing to the 
unsettled conditions of the stock market, 
we feel that the expectation of a much 
better price later is not unreasonable; 
and it is not at all improbable that a fur- 
ther advance in price may occur this. year, 
in view of the prospects of a dividend 
resumption on the shares of Peoples Gas 
this fall. 
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Influences at Work in Different Mining Branches—Conditions Improving for the Gold Miner— 
Copper Shares Evidently Reached Turning Point 


O* the New York Stock Exchange 
are listed the shares of -seventeen 
companies engaged in copper mining, 
three in lead mining, four in zinc mining, 
five in gold mining, and two in the 
mining of silver. In addition, the Interna- 
tional Nickel Company is interested in the 
mining and smelting of nickel-copper ores, 
the Vanadium Corporation is interested 
in the mining of vanadium ore, and The 
National Lead Company is interested ex- 
tensively in the refining and marketing of 
tin. Further, the securities of the Amer- 
ican Smelting and Refinng Company and 
the U. S. Smelting, Refining and Mining 
Company represent the smelting interests 
listed on the New York Stock Exchange. 
Altogether there are 35 companies listed 
that are engaged in mining and smelting. 

That the interest of mining investors 

and speculators is not confined to the New 
York Stock Exchange is shown by the 
fact that the various mining shares, good, 
bad and indifferent, representing nine well 
known metals, are listed on ten other stock 
exchanges, namely, the Boston Stock Ex- 
change, the Boston Curb, the New York 
Curb, the Salt Lake Stock Exchange, the 
Colorado Springs Stock Exchange, the 
Butte Stock Exchange, the Los Angeles 
Stock Exchange, the Spokane Stock Ex- 
change, the Montreal Stock Exchange, and 
the Toronto Stock Exchange. The total 
number of mining companies whose shares 
are represented is, in round figures, 170, in- 
cluding 24 companies engaged in the min- 
ing of gold, 15 silver mining companies, 
15 companies interested in both gold and 
silver mining, 76 copper mining com- 
panies, 4 companies engaged in lead 
mining, 25 companies interested in - the 
mining of silver-lead ores, 7 zinc min- 
ing companies, one company interested in 
the refining and marketing of tin, one 
company engaged in the mining of nickel- 
copper ores, one company mining vana- 
dium ores, and one company mining quick- 
silver. 

To discuss at length the various metal 
market influences that might have a bear- 
ing on the fortunes of so many different 
interests would be a complicated task, but 
in view of the fact that the market 
prices of the metals are supposed to be 
about as low as they are likely to decline 
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By K. O. LOWELL 


under present conditions, it is of interest 
to review briefly some of the more prom- 
inent, and perhaps obvious, factors that 
have a bearing on the earnings of mining 
companies, 


GOLD 


To begin with gold, it is of interest to 
observe how conditions with respect to 
this metal have been reversed during the 
past year. Last year’s gold loss, which 
was regarded with alarm and consterna- 
tion by many bankers and economists, will 
in all probability be more than regained 
in the near future. This drop in gold 
reserve of over $475,000,000 has been 
almost wiped out, and heavy shipments of 
the metal continue from France, England 
and Scandinavian Countries. The argu- 
ments advanced by advocates of the 
McFadden Bill for a bonus on gold 
production are crumbling away, for it 
seems almost ridiculous to talk of en- 
couraging the American gold producers to 
speed up production for the purpose of 


circulation of the metal is still discour- 
aged, because of the large amount of 
paper money that is based upon the gold 
reserve. The surging of the world’s gold 
supply is of interest in that under present 
conditions it indicates that the gold miner’s 
hope for a bonus on gold production may 
be now a forlorn hope. The chief in- 
fluences of interest to gold miners at the 
present time are the decreasing cost of 
supplies, and the gradually falling wages. 
The last named factor is the most impor- 
tant, because under average conditions 
the cost of labor represents about 70% 
of metal mine operating expenses. 


SILVER 


The silver market has been erratic of 
late, and characterized by speculative 
trading. In the outside market the price 
has been moved sharply up and down by 
buying and selling orders, on account of 
the limited supplies. The London market 
has set the price recently, and in view of 
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saving our financial structure, in view of 
the great stocks of gold in the United 
States today, probably constituting one- 
third of the world’s gold stock, and the 
constant additions to this supply. How- 
ever, in spite of the large gold supply, 
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the lack of both domestic, and China and 
India demand, the New York price has 
followed it. During April the price of for- 
eign silver fluctuated from 56%c. early 
in the month to 627c, towards the middle 
of the month, and near the middle of May 
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it was selling around 5934c., since which 
time it has again touched 58c. The fu- 
ture tendency of silver seems uncertain. 
Until there is a revival of trade in the 
Far East no important rise is probable. 
Domestic silver, fixed by the Pittman Act 
at 99%4c., was quoted at 99%4c. on April 
25, because the director of the mint ordered 
all deliveries at Denver, which involved an 
increase in freight equivalent to the 4c. 
reduction in the silver price. 

Silver miners, and more particularly 
those who contemplate engaging in silver 
mining, have been interested in speculating 
on how long the Pittman Act will be in 
force. We have Senator Pittman’s own 
word that the Act will not be repealed at 
an early date, and aside from this assur- 
ance, the provisions of the act are so ad- 
vantageous to the domestic silver miner 
that any attempt to repeal it will find little 
favor among the friends of the mining 
industry. The period during which the 
Pittman Act will keep silver at its present 
price may be longer than some people 
believe, for a recovery of Far Eastern de- 
mand might keep the price at or above its 
present level, in which event the Pittman 
Act would become inoperative during such 
period of higher price, and the life of the 
Act would be extended. With the price 
of silver fluctuating around a dollar, the 
Act would remain in- force indefinitely. 
To speculate further, if the effect of dol- 
lar silver were found to be generally 
beneficial to the mining industry, and with 
no disadvantages of a serious nature, it 
is not unlikely that steps might be taken 
deliberately to increase the life of the Act 
for an indefinite period. The effect would 
be decidedly interesting in that it would 
practically establish bi-metallism, which 
to all intents and purposes, temporarily at 
least, is now in effect, on the basis of 
20 to 1. 

Purchases of domestic silver under the 
Pittman Act amounted to 55,425,000 oz. 
to May 24. At the end of the first year 
during which the Act has been in force, 
total purchases amounted to 53,500,000 oz. 
or a little over one-quarter of the total 
purchases to be made, namely 207,000,000 
oz, The production of silver as indicated 
by these purchases is smaller than for any 
year since 1908. If silver purchases con- 
tinue at the same rate as last year, the re- 
maining 143,500,000 oz. to be purchased 
will be taken up in less than three years. 
However, silver is an important by-prod- 
uct of copper, lead, and zinc mining, all 
of which are greatly curtailed, and there- 
fore, on the basis of production alone, and 
regardless of possible rise in price, the 
Pittman Act is likely to be in operation for 
a period of not less than five years more. 


, COPPER 

The tendency of the copper market is 
stronger. Recently, the excess of exports 
over imports, plus the domestic consump- 
tion, has been about equal to the domestic 
production. An undercurrent of optimism 
is gaining strength as it is realized that 
when the curtailment contemplated by 
American producers has been accomplished, 
the output of copper from mines operated 
by American companies will be only about 
one-fifth of the 1920 production. At the 
present time the export demand is ab- 
sorbing the current domestic output, so 
that the accumulated stocks of the metal 
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are about to be cut into by domestic con- 
sumption, which is very light, however. 
for the time being. The price of copper 
has recently risen to 13.5c. for early de- 
livery, and some producers are demanding 
13.75c. The Copper Export Association. 
which has recently sold copper for 13c. 
delivered at European ports, has raised 
its price to 13.75c. Europe’s ability to 
absorb copper is no doubt very great, and 
would make short work of accumulated 
supplies of the metal in the presence of a 
corresponding ability to purchase. Delays 
in arranging credits will no doubt post- 
pone the gradually approaching prosperity 
in the copper industry, and it may be the 
middle of 1922 before the retarding in- 
fluence of unsold stocks of metal is re- 
placed by a healthy demand and consump- 
tion. From now on, the effect of curtail- 
ment of production should manifest itself 
by indicating a gradually decreasing sur- 
plus of metal, Hand in hand with this 
tendency will go the disposition on the 
part of the speculating public, and on the 
part of large operators who make a special 
study of such tendencies, to discount the 
future fair price of copper shares. In- 
dications of this process are already too 
apparent to be overlooked. 


LEAD 


During the fatter part of February lead 
sold in New York: for 3.75c., but since 
that time the market has improved 
steadily, and now lead is selling at around 
Sc. This recovery is not due to curtailed 
production to any extent, but to an in- 
sistent demand from a well diversified list 
of consumers, representing a variety of 
industries. Among the consumers of 
lead, in the order of their importance, are 
manufacturers of lead cable, white lead, 
ammunition, lead pipe, sheet lead, batteries, 
babbitts and solders. In view of the 
variety of uses of lead, the recent increase 
in the demand for the metal suggests that 
numerous industries that make wide use 
of it are assuming a more favorable trade 
position. One factor that has been some- 
what of a damper on the lead market, and 
ready to take some of the joy out of the 
lives of the domestic producers, is foreign 
competition, chiefly from Spain, which at 
times has produced nearly half as much 
lead as the United States, and is ready to 
ship its metal here in competition with our 
own whenever market conditions permit. 
If the price of lead should continue to rise, 
the domestic producers’ chances to obtain 
a high protective tariff on the metal will 
go glimmering. 


ZINC 


Owing to a decrease in stocks and in- 
creased demand, zinc recovered during the 
latter part of April from a sinking spell 
which it had about the middle of the 
month, but the zinc market has recently 
suffered another relapse, and the price has 
sagged to 4.75c. St. Louis. A ray of hope 
comes from London, where the rising price 
might put domestic zinc on an export 
basis, but the market is generally dull, and 
inquiries are light. Any substantial of- 
fering of virgin zinc has the effect of de- 
pressing the price. The zinc industry of 
the entire world has been depressed for 
some time, owing to inability of most 
producers to compete with the cheap zinc 
of Germany, who is apparently able to 


outsell the other countries. Although 
Germany’s zinc production is not large, it 
is sufficient under present conditions to 
demoralize the market, and supply cheaply 
a substantial part of the world’s. present 
light requirements. No doubt the present 
low value of the mark has something to 
do with German competition in zinc at 
low prices, and Germany is of course mak- 
ing a strenuous effort to regain some of 
her former influence in the world’s zinc 
trade, to say nothing of making the most 
of a valuable domestic mineral resource. 
Domestic producers are trying to secure a 
higher tariff on zinc as a solution of their 
difficulties, but the real cause of the trouble 
is a general lack of demand for the metal, 
and in the absence of this demand it is 
practically impossible for the industry to 
recover, Under normal conditions zinc 
would probably be one of the first metals 
to improve its position, in view of both 
small stocks and restricted production. 
TIN 

Although the United States is the larg- 
est user of tin, consuming over half the 
world’s supply, very little is produced in 
this country. The annual production has 
varied between 50 and 150 tons, and the 
value from $35,000 to $125,000. Most of 
the United States production comes from 
Alaska and trivial amounts have been 
produced in South Dakota, Nevada, 
Texas and Virginia. Secondary tin in the 
United States is the basis of an important 
industry, that of detinning. The total 
quantity so recovered varies from 12,000 
to 20,000 tons per annum, and is worth 
from $9,000,000 to $25,000,000. The total 
consumption is 60,000 to 70,000 tons per 
annum, most of which is imported chiefly 
from the Strait settlement and from Bo- 
livia. The price during the past thirty 
years has varied from as low as 12.6c 
per pound in 1896 to the high price of 
$1.10 per pound in 1918. The average price 
for 40 years is about 30.5c. The present 
price is about 21.5c. The tin market is 
erratic and characterized by much specu- 
lation. Important companies dealing in 
tin, represented on the New York Stock 
Exchange, are American Smelters and 
National Lead. 

NICKEL 

No nickel ore is mined in the United 
States. The world’s supply comes chiefly 
from Ontario, whence it is imported into 
the United States in the form of copper 
nickel-matte or as Monel metal from the 
International Nickel Company’s plant at 
Copper Cliff. Great quantities were used 
during the war in the manufacture of 
armor plates and in various other alloys, 
but recently the industry has had a dull 
period, and its recovery is still some time 
ahead. Recently, nickel has been quoted 
at about 4lc for ingot and 44c for elec- 


trolytic. 
VANADIUM 

The vanadium mineral of greatest com- 
mercial importance is carnotite, which 
contains both vanadium and uranium. 
Commercial ores are usually low grade, 
running about 2% to 4%, with occasional 
deposits containing up to 12% to 15%. 
About 90% of the world’s vanadium sup- 
ply is controlled by the Vanadium Cor- 
poration of America, which owns exten- 
sive ore deposits in Peru, and the recently 
acquired property in southwestern Colo- 
rado. 
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Homestake Mining Co. 





The World’s Greatest Gold Mine 


Homestake’s Average Ore-Low Grade, But Gross Value of Tonnage Mined Puts It in First Place— 
Financial Condition Allowed to Run Down 


ANY of the world’s famous mining 
districts owe their renown to the 


performance of some great individual 
mine, or a group of mines located 
in the same general ore zone. The five 


greatest gold mining districts, named in 
the order of their importance, are: the 
Transvaal, South Africa; Kalgoorlie, West 
Australia; Cripple Creek, Colorado; the 
Kolar district in India, and the El Oro 
district, about 90 miles north of Mexico 
City. In the last named district, the Es- 
peranza mine was perhaps the most pro- 
ductive and profitable in the world in 
1906, in which year its gross production 
was $7,708,000, and the profit was $4,644,- 
000. Many of the world’s great indi- 
vidual mines, such as the Waihi, in New 
Zealand, which produced $4,000,000 in 
1906, with its great ore body 90 ft. wide, 
1400 ft. long, and 800 ft. deep; the Mount 
Morgan, in Queensland, Australia, at one 
time called the greatest gold mine of 
modern times, because it yielded some $60,- 
000,000 during a period of 20 years; or 
the Goldfield Consolidated, in Nevada, 
which was perhaps the most productive 
mine in the world in 1907, during which 
it produced $6,300,000, with ore having 
an average grade of about $200 a ton, 
are of little interest to Wall Street, and 
are unknown on the New York Stock 
Exchange. 

However, the Exchange has on its list 
the greatest gold mine of them all, the 
Homestake, which for many years has 
pounded out over $6,000,000 per annum 
from ore having a recoverable value of 
less than $4 a ton. Table No. 1 exhibits 
the company’s operating revenue during 
the past eight years, and indicates what 
has happened to it. 

Incorporated in 1877 

The Homestake Mining Company was 
incorporated November 5, 1877, under the 
Jaws of California. The original capitali- 
zation was $21,840,000, divided into 218,- 
400 shares of a par value of $100. On 
March 25, 1913, a 15% stock dividend 
increased this capital to $25,116,000, which 
represents the par value of the present 
outstanding stock. On December 11, 1875, 
J. B. Pearson located the Grant and Old 
Abe mining claims, which were purchased 
by representatives of Haggin & Hearst in 
1876, and were the basis for the original 
incorporation of the Homestake Mining 
Company. In July, 1878, an assessment 


of $1 per share was levied, whereby $200,- 
000 was raised to build the original 80- 
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stamp Homestake Mill. In 1899, the com- 
pany acquired the property of the High- 
land Mining Company, consisting of about 
73 acres, and also the reservoirs and water- 
way of the Black Hills Canal & Water 
Company, thus adding the valuable water 
rights and equipment of the water supply 
of the Deadwood and Lead Districts, The 
Homestake Company now owns 468 min- 
ing claims, or about 3,723 acres, in the 
Whitewood Mining District, Lawrence 
County, South Dakota. 

The Homestake ore body is a great mass 
of silicified slate, several miles in length 
and having a width varying from 40 to 
400 feet. Only the northern end of the 
ore zone has been extensively developed. 
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The mine workings extend to a depth of 
1,700 feet. The ore deposits are im- 
pregnations, in zones of crushing, in nearly 
vertically disposed slates and schists. The 
mineral bearing material sometimes has 
an aggregate thickness of over 500 ft., and 
many of the large stopes in the mine are 
carried across this entire width of ore. 
Originally, the ore deposits were worked 
from the surface by means of large open 
pits, but during recent years all develop- 
ment and mining operations have been 
carried on underground, and the material 
mined has been hoisted through six shafts, 
namely, the Ellison, having a depth of 
2,195 ft.; the B. & M. shaft, 1,700 ft. deep; 
the Golden Prospect shaft, 1,100 ft. deep; 
the Golden Star shaft, 1,400 ft. deep; the 
Old Brig shaft, 800 ft. deep, and the 
Golden Gate shaft, 800 ft. deep. The 
Ellison shaft will eventually reach a depth 
of 2,000 ft., and at this level will be con- 
nected with the B. & M. shaft. A similar 
connection will be made on the 1,850 ft. 


level, and the B. & M. shaft, which is 
equipped for heavy hoisting with skips, 
will be the outlet for the bulk of the ore 
to be hoisted to the surface. 

The underground mine workings aggre- 
gate about 130 miles, and develop an ore 
body which varies considerably in compo- 
sition in different portions of the deposit. 
In the deeper levels, the unoxidized ore 
consists of quartz, with hornblende, car- 
bonates of lime, magnesia, and ferrous 
sulphide minerals which predominate in 
forming the ore and determine the nature 
of the metallurgical treatment. The sul- 
phide minerals range in amounts from 3 
to 5%, and sometimes run as high as 
10% of the ore. The distribution of gold 
is fairly uniform in the sulphide zone and 
averages from $3.50 to $4.50 per ton. The 
bulk of the ore is of primary origin, and 
secondary enrichment has not resulted in 
the formation of any particularly rich 
zones. Over 60% of the ore is free mill- 
ing. 

Recent Development Work 


During the past few years, the under- 
ground development work has been as 
follows: 24,381 ft. during 1916, 19,320 ft. 
in 1917, 7,354 ft. in 1918, 5,770 ft. in 1919, 
and 7,737 ft. in 1920. The broken ore in 
reserve, as estimated at the end of 1920, 
amounted to 1,937,965 tons, compared to 
1,574,886 tons at the end of the previous 
year. This supply of broken ore repre- 
sents about a year’s supply for the com- 
pany’s mill. No estimate is given of the 
unbroken ore reserves, which are very 
large and represent a life of many years 
for the mine. 

The ore treatment problem at the Home- 
stake is simple, and the company’s metal- 
lurgical equipment is one of the most 
modern and efficient in the country. The 
ore is crushed in stamp batteries, and 
the average quantity crushed per stamp 
daily is about 4.7 tons. A large percentage 
of the precious metals are recovered by 
amalgamation in the stamp mortars, and 
on the outside amalgamated plates. This 
treatment is followed by cyanidation of 
the sands and slimes separately. At one 
time 1,120 stamps were operated in six 
different mills. At the present time about 
920 stamps are in operation. The im- 
portant mills of the company are: the 
Pocahontas, Monroe, Amicus, Golden Star, 
Homestake and Mineral Point. The Poca- 
hontas Mill was completely rebuilt in 
1915, and the Amicus Mill was remodeled 
in 1917. Later, a ball-mill was added to 
the equipment, and this plant has a ca- 
pacity of 250 tons per day. In 1916, a 
5-stamp crushing and concentrating mill 
was built for the treatment of tungsten 
ores. This mill contains equipment for the 
amalgamation of the precious metals, and 
concentrating tables for the tungsten min- 
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eral. This mill was operated on ore 
averaging 2% tungstic oxide, yielding con- 
centrate carrying 54% of the mineral. The 
value of the wolframite sold was $229,916 
in 1916, $226,535 in 1917, $167,568 in 1918, 
and $6,515 in 1919. 

The company owns and operates hydro- 
electric power plants at Spearfish and 
Englewood. The power equipment includes 
a steam-driven electric generating station 
at Lead, with a capacity of 4,000 kilo- 


labor shortage continued at the property, 
the low point being reached in the months 
of September and October. A marked 
improvement was manifested in November, 
and before the close of the year the supply 
was equal to the demand. 


Remarkable Dividend Payments 


The company’s dividends record is re- 
markable. Dividends have been paid 
monthly almost continuously since Janu- 
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TABLE I1.—HOMESTAKE MINING CO. 

/ Operating Revenue and Net Income and Effect of Dividend Policy. 

| Year Revenue Net Inéome Dividends Surplus or Deficit 
EE seocccoeeseeeseseonecses $6,186,652 $2,198,219 $2,146,225 $51,994 
SES I EN RS 6,160,179 1,710,452 2,210,208 D 499,756 
ante ha caters AE 6,448,024 2,299,421 2,210,208 89,213 
OP Scdidevde nwithtiiawda 6,531,008 1,823,527 2,210,208 D 386,681 
ee eee es ae 6,619,574 601,299 1,959,048 D 1,857,749 
OD Sola alhhisastnseaeedes 5,916,890 805,417 1,506,960 D 1,201,543 
a 4,346,116 D 543,439 1,130,220 D*1,673,659 
i. sncadiehebntnns ohantedans 4,410,194 SG #8 —+~=—ses wee D 813,968 
TS TURD ccc cc ccscccvccsd $46,618,632 $8,080,928 $13,373,077 D$5,292,149 

D—Deficit. *Surplus wiped out, and $625,576 paid out of depletion reserve. 
volt-amperes. The company operates its ary, 1879. They were suspended in May, 


own machine shops, carpenter shops and 
foundry. 
Production Record 


The company’s regular production dur- 
ing the past several years is illustrated by 
table No. 2, which indicates also the value 
recovered per ton, and the corresponding 
cost and profit. On September 25, 1919, 
the steady operations were interrupted by 
the discovery of a fire on the 800 ft. level. 
Owing to the inaccessibility of the fire, it 
became necessary to flood the mine to the 
600 ft. level. The mine and mills were 
closed down from October 6 to December 
9, during which time the water filled the 
mine to a height of 78 ft. above the 600 
ft. level, covering and extinguishing the 
fire. The work of unwatering the mine 
began in December, 1919, and was carried 
on as rapidly as possible until all levels 
were cleared down to 1,000 ft. From this 
point the unwatering proceeded at a slower 
rate on account of using the B. & M. 
skips for hoisting ore, All flood water 
was removed from the mine by May 2, 
1920. 

The Pocahontas and Monroe Mills re- 
sumed operations early in December, 1919. 
Operations were resumed at the Amicus 
Mill on January 18, 1920; at the Golden 
Star Mill on February 22, 1920, and at the 
Homestake Mill on March 11, 1920; mak- 
ing a total of 920 stamps in operation on 
that date. During the summer and fall 
labor became less plentiful and stamps 
were hung up at intervals in all the mills, 
and the Monroe Mill was closed down 
from August 16 to December 1. Before 
the end of the year the 920 stamps were 
again dropping continuously, and the ball- 
mill, with a capacity of 250 tons per day 
was put in operation. At the close of 
1920, 4,200 tons per day was being mined 
and delivered to the mills. 

Many betterments were made during 
the year 1920, the most important of which 
was the completion of the Ellison electric 
hoisting plant, which will be equipped 
with underground skip sockets and give 
the company a second main hoisting shaft. 

During the greater part of 1920, the 
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1907, as the result of a fire in the mine, 
and were resumed January 25, 1908. Pay- 
ments then continued to December, 1909, 
when they were again suspended owing 
to labor troubles at the mine, and were 
resumed in March, 1910. Total payments 
to September, 1919, amounted to $#1,- 
927,559. The last payment of 50c. a share 
was made September 25, 1919. Table No. 
3 illustrates the Homestake dividend record 
since 1903. 

The policy of the company is to look 
after the welfare of its employees. In 
1914, it completed a recreation building, 


ment which operates at high efficiency, and 
the large unbroken ore reserve sufficient 
for many years to come, one might be 
tempted to become enthusiastic over the 
future prospects of this company, particu- 
larly in view of the fact that conditions 
recently unfavorable to gold mining are 
now undergoing a change making for 
lower cost of both labor and supplies. Fur- 
thermore, the price asked for the com- 
pany’s shares suggests that they are selling 
at a relatively low level. 

In spite of all this, the real story 
seems to be told by table No. 1, which 
shows that the company has followed 
the policy of paying dividends that had 
not been earned, and has completely 
wiped out its surplus, together with 
$625,576 of its depletion reserve. The 
company has certainly been allowed to 
run down financially, and is not now 
in a position to weather any kind of a 
severe or unexpected storm. In view 
of this situation, the outlook for early 
resumption of dividends is not good, at 
least from the standpoint of good min- 
ing finance. Furthermore, under the 
same gross revenue as that obtained 
during the period from 1913 to 1918, 
the company’s net income is not likely 
to be as great as formerly, because it 
is not likely that mining costs will settle 
down to their pre-war level. Hope for 
the early resumption of dividends 
must be based on the assumption that 
the company will resume its former 
policy of paying out all of its earnings 
in dividends as soorm as it is able to 
do so. 

Under all these conditions, the outlook 
for the immediate future is uncertain and 
unattractive. It is too early to make any 
worth while forecast regarding the long- 

















TABLE II. 
Recovered Total Cost 
Year Tons Milled Per Ton Per Ton 
et vbinian nde pilllcw vided ented cansuis 1,540,961 $4.01 $2.73 
PD: Lontn aba enti cass entheddesenesed 1,587,774 3.88 2.92 5 
IT natuslicdindie iad tent inieaeiininn cnet chien 1,578,822 4,08 2.66 < 
> le testhens 6464 cthaaniiheanakthed 1,600,220 4.08 8.11 J 
i 1,677,623 3.95 2.90 A 
Be Cn cddblesaee bee Hebe cbese oUeSei ee 1,628,630 3.63 2.70 
Be BOSS ian c Sadan. cUbeesSRECbecocecccée 1,192,588 3.64 3.83 . 
ie Spee ey ey ee ee 1,274,944 3.46 2.58 . 
Total and average ...........scccucsees 12,076,562 $3.67 $2.85 $0.82 
TABLE IIl.—DIVIDEND RECORD. 
Year Dividend Year Dividend 
re 2 8? TE) el iicin shaves due $3.00 GD SAGES io cits « bc cetndewa cSt bade 8.80 
EN os ccec ssc Wbsvewsaselevevececvess 5.50 BEET HAN Ob vtbuees 0 bade ita teecckobaboess 8.80 
BD - a cWncdccedds cvecsesccccasdocketes 6.00 By cicivies obats Shasba Soenses codabustes 6.80 
BIER a bawcedee cwtaieencagsdye pres vedense 2.00 ET Dahaltcanacaséudsccastibwieasaedeue 5.80 
SEED. 0n00cecdneesesetedecdcanvassnscses 6.25  eiicbidehouns dab dddtbccebendéewes 7.80 
BEEP seccacwetacnbunconécheneeeuetcces 5.50 DT ctndinttenstdbictmnendehedss obak 6.00 
DT. assis cidebns eaihetanwns cates <tiwe 5,00 MT tisiks an anc ke ponte ose dacdes eb nee Ye 4.50+ 
Tn  snesnchhauses$hcandeendslestsates 6.00 BEET ‘dite ais hae Ceo beeen 6babendeeduboos None 
SET vncs obs deunsdsbaccatootdeabetoese 6,00 
*Also 15% in stock, paid March 25, 1918, tLast payment 50c. a share, Sept. 25, 1919. 
Total, $41,927,559 to Sept., 1919. | 

















containing a theatre with seating capacity 
of 1,000, library, swimming pool, gymnasi- 
um, bowling alleys, billiard and amusement 
rooms. 
Financial Situation Not Clear 

In view of the company’s long and suc- 
cessful production record, the present good 
physical condition of its mining properties, 
the complete mining and milling equip- 


pull possibilities of its shares, although 
the company’s ability to repeat its past 
performances, and even improve on them 
by variations in its mining and metallurgi- 
cal practices, suggest that the long pull 
speculative possibilities are rather faver- 
able. When uncertainties exist, it is wise 
to watch the behavior of the shares with- 
out owning them.—vol, 27, p. 780. 
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Oil 


HE petroleum industry, since May 1, 
has passed from depression to de- 
moralization, necessitating greater de- 
lay in return to anything like normal. 
Two factors are responsible for the de- 
moralization—definitely established over- 
production, and pronounced inconsistency in 
posted quotations. Following the intrusion 
of these dominating factors individuals 
composing the producing branch have 
fallen out and engaged in factional dis- 
putes over so-called remedial action. Con- 
tinued maximum production of crude oil, 
in the face of greatly lessened consump- 
tion of refined oils, has upset hopelessly 
all attempts to stabilize prices and markets. 
Even in Pennsylvania, where the some- 
what ambiguous claim for the best crude 
oil of the world is a fetish, one of the 
principal pipe line purchasers has just an- 
nounced that its storage tanks are full and 
it can find no market demand by refiners 
for the surplus production. If this claim 
is true in fields where the average for all 
producing wells is only seven-tenths of a 
barrel, it becomes excruciatingly true and 
embarrassing in the four states comprising 
the Mid-Continent fields, where wells mak- 
ing hundreds and thousands of barrels each 
daily are, if not the rule, at least common. 
Perhaps the strongest evidence of de- 
moralization is the loss of poise by the 
controlling price-maker in all fields east 
of the Mississippi. After quickly reducing 
the credit balance quotation for crude oil 
from $6.10 to $3 a barrel the Seep Purchas- 
ing Agency, after a few days, advanced its 
quotation 25 cents, then, in three days, ad- 
vanced another 25 cents, to $3.50. In less 
than thirty days quotations were again 
lowered 25 cents, and a week later further 
reduced 25 cents, to the $3 mark, Fol- 
lowing these very erratic price fluctuations 
the Ohio Oil Co. posted price reductions in 
. its territory in Ohio, Indiana and Illinois. 
Conceding over-production, under-con- 
sumption and the necessity for reason- 
able price reductions, it must also be 
conceded that such sudden and violent 


reduction and slashing of crude oil 
prices and unreasonable fluctuations, all 
within four months, have thrown the 
industry into chaos and made recovery 
impossible for many months. 

In Wyoming and Montana crude oil 
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prices have suddenly declined from $3.25 to 
$1 a barrel, with the added handicap of 
purchase of only 60% of the oil offered, 
release by the government of productive 
acreage having resulted in rapid drilling 
and over-production. California, where 
prices had been maintained at the high 
point for several months after every other 
state had been slashed, has just suffered 
a 25-cent reduction in crude oil prices and 
a 2-cent reduction in gasoline and corre- 
sponding reductions in quotations for fuel 
oil. Pacific coast production being now 
greater than at any time during the last 
six years and increasing, further reduc- 
tions may be expected. 


Lack of Agreement 


The Standard Oil group is and always 
has been the absolute arbiter of petroleum 
prices, being the dominating pipe line 
transporter, producing, refining and mar- 
keting factor in every oil-producing state. 
This interest is either the stabilizing or 
demoralizing influence in the petroleum in- 
dustry. This statement is not a criticism, 
merely the recognition of a trade condi- 
tion that necessarily is a prime factor of 
any attempted readjustment sought for a 
distressing situation, Worldwide depres- 
sion is primarily responsible for the de- 
plorable situation in which the United 
States finds itself, and the petroleum in- 
dustry must take potluck with all other 
industry. Conceding this fundamental 
factor, the majority of individuals and 
corporations engaged in the oil business, 
and especially exclusive producers, are 
restless and upset under the domination of 
the one powerful interest. In agreement 
upon that one point, there is wide diversity 
of opinion when discussion is used to form- 
ulate relief. 

The only possible relief is less produc- 
tion of crude oil. Suspension of drilling 
must be voluntary—a gentlemen’s agree- 
ment. Gentlemen, it has been observed, 
when treading on each other’s corns, at 
times lack poise. The petroleum industry 
has apparently lost its poise; it must re- 
cover poise in and of itself. Many oil pro- 
ducers insist the only remedy is a pro- 
hibitive tariff. It is now admitted that the 
Congress will not adopt a petroleum tariff. 
Other producers want government control 
and conservation; that is an embarrassing 
and unpopular subject, Time and patience 
are the answer. 

The industrial depression has eliminated 
one very tiresome theory that has been 
peculiarly unfortunate applied to the oil 


Industry Becomes Demoralized 


Seep Agency Hastily Cancels Price Advances—Government Bureaus Now Warning Against 
Over-Supply—Future of Prices in Doubt 


By H. L. WOOD 


industry—failing supply. Very few men 
now have the nerve to publicly admit a 
deficit of any primary commodity or to 
urge increased production. The most en- 
thusiastic advocate of oil famines now is 
speechless in contemplation of the flood 
that registers a higher stage in storage 
tanks than ever before recorded. An 
occasional optimist suggests quickly- 
advancing prices when the tourists all 
get started for California, but most 
well-informed persons expect oil to go 
lower before it goes higher. Oil stor- 
age is nearly full everywhere, which 
means that production must quickly de- 
cline for lack of buyers and storage 
room. That result now seems in- 
evitable. 


Coal and Oil 


Operators of large industrial plants in 
Great Britain whose business has been de- 
moralized by suspension of coal mining are 
organizing to burn oil. Oil is now so 
plentiful everywhere that its cost and ef- 
ficiency cause it to be preferable to coal, 
which is scarce and high-priced. The 
government that is heavily interested in 
oil production paying fine dividends, en- 
courages the use of oil and aids in its de- 
livery to consumers. English railroads 
are also transforming engines to burn oil. 
The first oil refineries in England are just 
beginning operation, one at Swansea, gov- 
ernment-aided, and one at Southampton, 
set up with American funds, supplied with 
crude from Persia and Mexico. Markets 
for American petroleum will be somewhat 
affected. Coal operators in the United 
States may also be affected. 

An interesting announcement comes from 
Galicia, within Poland’s territory. The 
government practically owns three-fourths 
of the Galician oil fields and refineries and 
pro-rates distribution .and exports. Sur- 
plus refined oil has accumulated because of 
lack of tank cars to move it, and the gov- 
ernment announces that foreign buyers can 
be accommodated if they will furnish cars. 
Galician oil is very rich in gasoline and the 
refineries turn out products equal to those 
made in the United States. These two 
items should interest those who are insist- 
ing that European imports of American 
petroleum will soon relieve the congested 
market. 


Mexican Oil Easy 


The tension has somewhat relaxed in 
Mexican oil supply, partly because declining 
consumption leaves a plentiful supply in 
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spite of salt water intrusion and partly ow- 
ing to a rather important extension to the 
producing area. The Mexican Petroleum 
Co. has completed two wells of about 75,- 
000 barrels capacity each, one of them fif- 
teen miles south of Cerro Azul and one 
hree miles north at Toteco. The south 
well is especially important because of the 
extensive acreage partially proved, Ap- 
proximately 200,000 barrels a day of new 
production has been added by six new 
wells. Mr. Arnold’s prediction that 
Mexico’s oil fields were about exhausted 
seems to be about on a parity with 
Russian rubles. This is no time to be- 
come alarmed over an oil shortage any- 
where. 


South America Appeals 


There is considerable inquiry for bar- 
gains in South America, mostly by syn- 
dicates, the motif apparently being the 
belief that at some future period control 
of possible petroleum acreage will bring 
fortunes. The romance may materialize ; 
but at this writing only five American 
concerns are actually drilling wells, and 
of these the International Petroleum Co. 
of Canada is doing more than all the 
others and before a great while will be 
shipping South American crude oil to Can- 
ada in its own tankers. The International 
has been producing, refining and market- 
ing oil in Peru for a number of years and 
is a thoroughly seasoned operator. The 
General Asphalt Co. and English interests 
are producing, refining and marketing oil 
in Venezuela on the Atlantic Coast and 
recently loaded a tanker with gasoline ar 
light oils for England. . 


Market Influences 


The unprecedented declines in quotations 
for crude oil have not affected oil shares 
very much—not nearly: as much as was ex- 
pected. Perhaps the gradual but certain 
lowering of quotations for securities cov- 
ers all depreciation so that the sudden 
evaporation of 50% of petroleum invoices 
no more than keeps pace with the shrink- 
age of value levels of securities. At any 
rate all the oil stocks have held market 
levels quite satisfactorily. 

There has been very little fluctuation in 
any of the oil securities on the New York 
Stock Exchange, Mexican Petroleum 
being the notable exception, but they 
have all maintained a steady and almost 
imperceptible recession, with ample ex- 
cuse for demoralization had traders pos- 
sessed the nerve, Listed and trading 
quotations do not seem to have much con- 
nection with tangible assets. This fact 
is well illustrated by two Curb listings, 
one of them having good production and 
assets worth $18 a share, the other hav- 
ing no production or development, only 
a little owned and a great deal of op- 
tioned land in South America. The stock 
that rests on tangible value of $18 stands 
around $8 a share, while the stock that 
rests on South American jungle stands 
around $30. Even to some of the 
initiated these rather grotesque quota- 
tions seem queer. 

Sporadic predictions of immediate re- 
covery of industry and consequent ad- 
vance of commodity and security prices 
are meaningless to level-headed produc- 
ing and financial operators, because pro- 
duction and consumption have not yet 


for JUNE 11, 1921 





been completely adjusted, and until they 
are stable business is not possible.. The 
petroleum industry is peculiarly affiliated 
with all other industry and must nec- 
essarily follow the trend. When the 
present tide of superfluous oil production 
recedes the oil business will improve; 
but there is no chance of permanent im- 
provement this year. The reaction from 
intense development caused by an unwar- 
ranted belief that crude petroleum was 
about exhausted will be very slow, even 
after a normal consumption demand sets 
in, because so much crude oil is in stor- 
age that consumers can be taken care of 
without inconvenience. 

A very unusual situation exists in that, 
for the first time, government bureaus 
dealing with petroleum have recently is- 
sued warnings to producers and refiners 
advising them that stocks of gasoline and 
other refined oils are now so large that 
they are becoming cumbersome and are 
likely to lead to financial inconvenience 
unless checked at once. This is such a 
reversal of official form that it is note- 
worthy and entitled to consideration. 
Until February, 1921, government bu- 
reaus were most insistent that crude pe- 
troleum was nearing complete exhaustion, 
especially those grades from which gaso- 
line is distilled, and conservation in su- 
perlative degree was our only hope. 
Within three months the same bureaus 
declare that crude petroleum is so plenti- 
ful and widely deposited that its develop- 
ment should be checked. Are our scien- 
tists and specialists leading us into un- 
charted regions to lose us? 


Oil Shale Progress 


There is only one oil shale plant in suc- 
cessful operation in the United States, not- 
withstanding a contrary belief, and, com- 
mercially, there is no.oil shale industry. The 
flood of petroleum everywhere destroys 
incentive to produce synthetic substitutes 
—in which classification shale oil belongs 
—therefore the oil shale business must 
wait for future development, at least in 
the United States. In Europe and in 
New Zealand and Australia oil shale is 
being retorted on a commercial scale and 
improved methods are employed. English 
interests have become interested in oil 
shale exploitation in the Northeastern 
Canadian peninsular possessions and are 
now beginning the installation of a 2,000 
ton shale plant. Louis Simpson, who has 
for many years been engaged in the im- 
proved construction of retorting plants, 
describes the Canadian installation at 
length, such advantages economically as it 
may possess being attributable to con- 
servation and utilization of the gases 
originating in the shale itself as the retort- 
ing progress progresses. The process is 
called hot gas pyrolytic distillation. 

In the United States the one successful 
oil shale installation is at Elko, Nevada, 
constructed by Mr. Catlin, of Franklin 
Furnace, New Jersey, upon plans and 
processes worked out by himself at consid- 
erable cost to himself—but successful. By 
the installation of a producer plant, Mr. 
Catlin secures more fuel gas than is re- 
quired to operate the entire plant, the gas 
thus employed being ordinarily lost. In 
oil shale retorting plants the item of fuel 
is easily and cheaply provided for. 


OFFICIAL SINCLAIR CHANGES 

The retirement of H. F. Sinclair as pres- 
ident of the Sinclair Consolidated Oil Cor- 
poration to become chairman of the board, 
and the election of Earl W. Sinclair as 
president of the corporation, has no signifi- 
cance other than more efficient ad- 
ministration resulting from the addition 
of a personality of value into direct con- 
tact with the corporation’s affairs. This 
procedure is now the recognized form in 
large corporations and permits Harry Sin- 
clair to give more attention to broad fun- 
damentals than when compelled to deal 
with executive details. 

Earl W. Sinclair, 47 years of age, is 
two years older than his brother Harry, 
and has, during seventeen years’ adminis- 
trative work in banks in Kansas and Okla- 
homa, demonstrated financial capacity that 
is deliberate and comprehensive and not 
easily deflected by blandishments and tem- 
peramental displays. Always interested 
more or less in the oil operations of his 
brother and a director since the forma- 
tion of the Sinclair corporation, Earl Sin- 
clair, it is commonly said, has more of 
deliberate banking temperament than his 
brother, but is broad and keen enough to 
avoid being commonplace. The new presi- 
dent has a wonderfully pleasant personal- 
ity, without any display, and during his 
presidency of the greatest financial insti- 
tution in Oklahoma—the Exchange Na- 
tional Bank, Tulsa, Okla.—has established 
himself in the confidence and business 
esteem of the Southwest and in the per- 
sonal friendship of neighbors and asso- 
ciates. He is familiar with the petroleum 
industry and steps into his new position as 
a thoroughly seasoned operator. Stock- 
holders in Sinclair may count themselves 
fortunate in having acquired the older 
and the newer Sinclair as president. 





WESTERN PACIFIC’S COMPENSA- 
TION 

Western Pacific Railroad has settled 
with the Government for all matters grow- 
ing out of 26 months of Federal control 
on the basis of a cash payment of $4,200,- 
000. As the company had already received 
on account of standard return $1,950,000, 
this makes a total of $6,150,000 paid for 
the use of the property. 

In its income accounts for 1918 and 
1919, the company reported each year 
standard return of $1,900,350, or a total of 
$3,800,700 for the two years. Standard 
return for January and February, 1920, 
was $316,725, or an aggregate of $4,117,- 
425 for the 26 months. The $4,117,425 
reported compares with $6,150,000 re- 
ceived, or an excess of $2,032,575. The 
last sum is income of the year 1921. 

Other income of the operating company, 
but exclusive of all income from the 
assets of the holding company, or from 
Denver & Rio Grande, is about $400,000 
a year, while interest and rentals are about 
$1,300,000, or a surplus of about $1,132,- 
575. 

Thus, Western Pacific, without credit- 
ing any net operating income of its own 
or from Denver & Rio Grande, has al- 
ready earned this year more than $4 a 
share on its $27,500,000 preferred, after 
allowing for all fixed charges. 
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View looking north up 
Derrick Ave, West Side 
Field, California. A street 
seven miles long flanked on 
both sides for the entire 
distance by producing wells. 

















Pacific Oil Company 





Will Pacific Oil Start Dividends? 


Earnings Large Enough to Warrant Disbursement—-How It Compares With S. O. of California— 


RGANIZED December 20, 1920, the 

Pacific Oil Co. is not yet six months 

old, and stockholders are speculating 

about the amount of the dividend it is ex- 
pected will soon be declared. 

Having an authorized share capital of 
3,500,000 shares of no par value, the first 
issue having been made at $15 per share 
to stockholders of the Southern Pacific 
Co., Pacific Oil Co. may be said to have 
been born standing, plucked from its sire’s 
loins full fledged. The sale of the $15 
shares produced $52,500,000, of which $43,- 
750,000 was credited to the Southern 
Pacific Land Co. account of all granted 
lands, 259,000 acres in California, and $8,- 
750,000 was credited to the treasury of the 
Pacific Oil Co. as its working capital. 
Along with the liberal dowry bestowed 
upon the new oil company as it left the 
paternal domicil went 200,690 shares of a 
par value of $20,069,000, representing 
50.48% of the outstanding capital stock of 
the Associated Oil Co., theretofore owned 
by the Southern Pacific Co. This combina- 
tion capital dowry represents $61,250,000 
as the nominal value of Pacific Oil Co. 
when issued at $15 per share. This stock 
was listed on the New York Stock Ex- 
change, January 26, 1921, and its quoted 
price has since ranged from $25 up to $37. 
Everybody who qualified to purchase 
Pacific Oil shares at $15 quite obviously 
invested wisely in a very simple, clean 
and prosperous industrial corporation. 


Where the Company Came From 


The source from which sprang this 
modern petroleum Jove, as may be com- 
prehended from a brief synopsis here 
presented, was not simple nor, for some 
years, prosperous. Incorporated under the 
laws of California, October 7, 1901, by a 
number of individual oil producers in Cali- 
fornia, W. L. Hardison, deceased, having 
been a leading spirit in the organization 
to combine for protection against heavy 
competition, the Associated Oil Co. ex- 
perienced a rather unsatisfactory and 
profitless existence for several years. The 
Southern Pacific Railroad Co. having 
visions of liquid fuel for its locomotives, 
bought out enough of the original incor- 
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Not a “New” Company 


porators of the Associated Oil Co. to give 
it a 51% stock control, later organizing 
the Kern Trading & Oil Co. (new liqui- 
dated), as its direct producing subsidiary. 
Some of the original incorporaters of the 
Associated Oil Co. remain stockholders: 
Quotations for California crude eil—which 
is largely of a rather low grade devoid 
of gasoline and kerosene—for many years 
remained as low as 20 cents up to 40 cents 
a barrel, with contracts at lower prices, 
and individual producers were always run- 
ning low financially except when occasional 
gushers made them suddem fortunes. The 
Associated Oil Co. wasn’t particularly 
profitable, even after the Southern Pacific 
secured control, but synthetic profits were 
derived by the railroad via the plentiful 
supply of fuel oil for almost nothing in 
cash. No dividends were paid for some 
years and the annual statements were so 
poverty-stricken small individual stock- 
holders were almost prostrated with hunger 
as they read them. 


Gradual Expansion and Profits 

While several of the Associated sub- 
sidiaries had been organized in 1896 and 
1899, it was the Amalgamated Oil Co., or- 
ganized in 1904 by Manuel Hirsh (now 
deceased) and thirty-odd New York asso- 
ciates—or, rather, the Salt Lake Oil Co. 
of Utah and California, which was pur- 
chased by the Associated Oil Co. after 
the organization of the Amalgamated— 
that gave new stimulus in Southern Cali- 
fornia to the Associated; and around 1910 
an occasional dividend was disbursed, the 
disbursement in recent years being regu- 
larly 6%. Subsidiaries of the Associated 
and Amalgamated companies, and partly 
heired by the Pacific Oil Co., are: Com- 
mercial Petroleum Co., Western Minerals 
Co., Sterling Oil & Development Co., New 
Hope Oil Co., Reward Oil Co., California 
Coast Oil Co., Recruit Oil Co., Salt Lake 
Oil Co. of California, Bakersfield Iron 
Works, Arcturus Oil Co., Associated Pipe 
Line Co., Associated Supply Co., Coalinga 
Unity Oil Co., Pioneer-Midway Oil Co., 
Pantheon Oil Co., Associated Water Co., 
Casmalia Syndicate, Associated Oil Co. of 
Nevada, and Associated Oil Co. of Wy- 
oming. 

The Associated Oil Co. owns and op- 


erates a 24,000-barrel refinery at Avon 
(San Francisco), a 3,500-barrel refinery 
at Gaviota, near Santa Barbara, and the 
Amalgamated Oil Co. operates a refinery 
at Los Angeles. The Associated has am- 
ple pipe lines in all fields where it has 
production and refineries, has 375 storage 
tanks with a capacity of approximately 
12,000,000 barrels and owns and operates 
eight tank steamers, tugs and barges. The 
company owns 364 tank cars and leases 120, 
operating 44 wholesale distributing oil sta- 
tions and 86 local service stations in Cali- 
fornia, Oregon and Nevada, handling all 
kinds of refined oils. Associated Oil Co. 
and subsidiaries have 4,000 employees. 
Many of the subsidiaries are 100% owned 
and all of them 50% or more. It will 
thus be seen that the 50.48% of the As- 
sociated Oil Co. controlled by the Pacific 
Oil Co. is quite comprehensive and has 
many ramifications. 

Crude oil production of the Associated 
Oil Co. and its subsidiaries in 1920 was 
approximately 12,000,000 barrels from 1,200 
wells scattered on about 25,000 acres of 
what is called proven territory, and 35,- 
000 acres have no development as yet. 
All fuel oil produced goes to the Southern 
Pacific’s locomotives, perhaps a volume 
more than half of the total consumption 
of fuel oil by land and marine boilers op- 
erated by the Southern Pacific. It is fair 
to state that most of the land owned in 
fee by the Southern Pacific in California, 
outside of that listed as “proven,” is rank 
wildcat stuff and oil production is quite 
problematical. The Associated has many 
thousands of acres leased in Wyoming, 
Colorado and Texas and has spent large 
sums in experimental drilling, but has no 
production in those states. The Rio Bravo 
Oil Co., Southern Pacific oil subsidiary in 
Texas, and the East Coast Oil Co., Southern 
Pacific subsidiary in Mexico, have a little 
production. The names of many of the 
producing subsidiaries of the Associated 
just cited continue to be used in the field 
reports of California, making it rather dif- 
ficult for the uninitiated to segregate 
Pacific Oil Co. interests. 

Since February last the Pacific Oil Co. 
has been operating in its own name, prin- 
cipaily in the Elk Hills district where the 

(Continued on page 210) 
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Pacific Gas & Electric Co. 
Montana Power Co. 
Laclede Gas Light Co. 





Public Utilities 





Commonwealth Power, Railway & Light 


Brooklyn Edison Co. 





Utilities Forging Ahead 


Sentiment in Favor of the “Square Deal” Re-establishing Financial Position — Five Prominent 


O type of enterprise suffered more 
severely from the economic dis- 
turbances of the war than the public 
utility. Industrial corporations furnishing 
our clothing, food, housing and the 
thousands of other necessities and luxuries 
of man, met the problem of mounting 
costs with increasing prices, and gained 
rather than lost by the process. Railroads 
supplying our transportation were taken 
under the maternal wing of the Govern- 


Companies Under the Microscope 


By WILLIAM J. KEARY 


in order to cope with the burdensome oper- 
ating charges were acted upon more with 
an eye to local politics than from the 
standpoint of -elementary justice. In a 
great number of instances relief was re- 
fused; in others where it was granted it 
was insignificant or insufficient; while the 
examples where equitable treatment was 
meted out were very few, or non-existent. 

The growing demands for public utility 
service, resulting in larger gross business 
for the companies, offset to a small extent 
the mounting costs, but the additional 











TABLE I. 

Net Earnings for Earnings per Share 
Gross Revenues Common Stock of Common Stock 
1920 1914 1920 1914 1920 1914 
Pacifico Gas & Electric Co...... $35,385,884 $16,912,688 $2,137,921 $2,500,198 $6.28 $7.78 
Montana Power Co. ........-- 7,866,124 60 , 380,697 648, 5.13 2.42 
Laclede Gas Light Co......... 6,533,607 4,629,689 137,027 877,448 1,28 8.20 

Commonwealth Power Ry. & . 
BARD  ccccccccccecccccccccce 31,285,981 14,006,484 797,738 663,734 4.29 8.28 
We cacseedes 18,174,875 244,385 1,662,616 1,387,366 9.58 10.58 














ment and had their average earning power 
guaranteed to them. For the public 
utilities little relief of either type was 


forthcoming. 

After the oytbreak of the war wages 
began to rise in one industry and then an- 
other until gradually the wage scale of 
workers as a whole attained perceptibly 
higher levels. In common with other 
industries, public utilities found labor be- 
coming increasingly scarce, and accord- 
ingly increasingly dear, so that new em- 
ployees had to be hired at substantially 
higher rates than formerly and the wages 
of old-time employees advanced to the cur- 
rent scale. This process kept on uninter- 
ruptedly for three or four years, and was 
accompanied by similar developments in 
other items of operating expenses. Coal 
charges doubled, trebled, quadrupled, while 
oil and the miscellaneous supplies neces- 
sary for public utility operatiom also went 
soaring. 

The obvious and just remedy for these 
conditions was an increase in rates pro- 
portionate to the enhanced cost of opera- 
tion. Public utility corporations, how- 
ever, with rare exceptions, were under the 
jurisdiction of civic, municipal and. state 
commissions, and were not entrusted with 
rate making powers. Application for per- 
mission to charge higher rates for service 
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revenues from this source were totally 
inadequate to compete with the rapidly in- 
creasing cost of producing the service. 
As a result of a few years’ experience of 
these unfavorable influences, the earning 
power of public utilities generally was im- 
paired with a resultant lessening of public 
confidence in their stability. 
The Turn 

During the past year, conditions in the 
public utility field have changed consider- 
ably for the better. Public opinion has 
veered round to their side, and come to 


Slowly it came to realize that if a busi- 
ness is to render the best and most effi- 
cient service it must have a chance to 
exist and receive a square deal. Consid- 
erations of this nature had their effect on 
the public psychology which in turn in- 
fluenced the constituted authorities to be 
more generous in their dealings with the 
utilities. 

The new attitude of mind on the part 
of the various regulatory bodies was re- 
flected by the liberal increase in rates 
granted throughout the nation in the past 
twelve months. Of course, there are con- 
spicuous cases where pettyfogging poli- 
ticians have prevented relief of any 
nature; but the general tendency has been 
to allow the utilities to recuperate from 
the hardships of the previous years by 
permitting them to make satisfactory ad- 
vances in their rates for service. 

Deflation and readjustment are bene- 
fiting, not hurting, the public utilities. 
Falling prices signify lower operating 
costs without smaller charge for service. 
Coal expense has declined appreciably 
from its war and post-war heights, and 
this will mean, in time, substantial saving 
for the utilities. Similarly, labor charges 
have fallen and will continue to fall, so 
that, if the public utility corporations 
suffered from the action of the forces that 
control values, they are now benefiting 
from the reaction. Their position is thus 
doubly satisfactory. Not only are they 
enjoying higher rates and public good will, 
but at the same time their gross revenues 
are growing, their operating expenses are 


























realize that the public utilities have the declining, making for an _ increasingly 
TABLE 11. 
Price Range of Common, 1920 Approximate ‘ 
High Low Present Price 
Pacific Gas & Electrio Co, ..... 6. ce eect ececccccneeeeens 61% 41% 53% 
Memtama Power G0, .....cccccsccccccreccnccscseccesecs % 41 53 
DT ED TG” cnn Vina 6.50 60.000 00s sch ccocgencqned 57% 35 62 
Commonwealth Power Ry. & Light Co...........esseees 45% 10% 10-18 
Dee TH GOs. .c.cccoscscocccdtsccosccccccctesneees 96% 82 95 
same -right to a square deal as any other better operating ratio. Most important, 


class of enterprise. Just what the reason 
for the change cannot be stated exactly. 
But it may be surmised. Undoubtedly 
the public had the opportunity during 
the war of learning as never before how 
vitally ye | to industry and to the 
convenience and comfort of man is the 
service rendered by the public utility. 


the public utilities are not subjected to 
losses from inventory depreciation, which 
have wrecked such havoc to the earnings 
of industrial corporations. 


Tractions in Least Favorable Position 


The traction situation is the least favor- 
able aspect of the public utility outlook. 









Public good will and liberality on the part 
of the rate-making bodies seem to ‘be 
wanting towards the corporations furnish- 
ing this form of metropolitan and suburban 
transportation. This condition is largely 
due to political cross-currents, and in part 
to the reluctance of an already harassed 
public to part with an additional few cents 
every time it wants to ride. Paying an 
electric or gas bill at the end of the 
month is a less personal matter. The 
householder is not reminded so often or 
so forcibly of the increased charge for 
service, with the result that, whereas he 
may not be perturbed by charges for elec- 
tricity, he does not regard a proposed 
advance in his car fare with the same de- 
gree of equanimity. Accordingly, the 
traction companies are in by no means so 
favorable a position as the electric and 
gas companies. Falling prices, of course, 
will operate to the benefit of thé tractions, 
but it is doubtful if lower operating costs 
alone will be sufficient to allow the com- 


porations supplying electric power is un- 
usually bright. Every day electricity is 
being put to newer uses. It is being put 
to new uses in the household and is sup- 
planting steam as the driving force in our 
factories and mills. Typical of the 
progress of electrical development is the 
fact that the farmers and planters in 
Arkansas, are using electricity to irrigate 
the rice fields and manipulate the cotton 
gins. Vast possibilities for consumption 
of electricity will be opened when the 
steam railroads are in a position to under- 
take electrification programs, many of 
which will in all probability be in process 
of execution within the next decade. It 
will lie in the sphere of the electric power 
companies to generate the immense horse- 
power that will be necessary to propel the 
trains now steam driven, and apart from 
the new business that will be derived from 
furnishing the necessary power to the 
railroads, other fields will be opened in 
supplying farmers and households in the 


. dle West, the Commonwealth Power Rail- 


way & Light Co., covering the more eaést- 
ern states and the Brooklyn Edison Com- 
pany, covering the extreme East, as being 
five representative companies a brief re- 
view of which will give a fair picture of 
the general situation. 


Pacific Gas & Electric 


Pacific Gas & Electric is one of- the 
largest public utility properties in the 
United- States. It. is among the first few 
strongest, if not actually the strongest, 
public utility corporations viewed from the 
standpoint of the character of its business, 
the excellence of the territory it serves, its 
record during the trying period of the war 
and its financia! position. 

Formed in 1905 as a holding company to 
acquire the stocks of other public utility 
corporations, the company now owns in 
fee several other properties and operates 
the entire system as a unified unit. It 
serves directly or indirectly about 200 cit- 

















Power House and Dam at Great Falls, on the Missouri River; power being transmitted by the Montana Power Co. to the 
Chicago, Milwaukee & St. Paul Railway electrification 


panies to survive without the aid of an 
additional charge for service. 

It is certain, however, that tractions 
have seen their worst day, and that any 
change must be for the better. On this 
theory, the prices of street railway se- 
curities having discounted the worst as- 
pects of the transportation difficulties 
must move upward with the better- 
ment in conditions. Another view, is that 
some of the traction corporations may be 
thrown into bankruptcy before the improv- 
ing elements in the situation afford any 
relief, which would of course further de- 
press the values of their securities. True, 
transportation is a service that cannot be 
dispensed with, and one in which the 
traveling populace requires a high degree 
of excellence, Whether the public will one 
day recognize that to have the best service, 
or any semblance of service at all, it will 
have to pay a higher fare in order to give 
the street railways a chance to exist, or 
whether it will resort to municipal owner- 
ship with possible injustice to existing 
security holders, is a matter of local 


politics. From all appearances, political 
motives, more economic forces, 


govern the future movement of most of 
the traction stocks. 


Electric Concerns Contrasted 
Contrasted with the uncertain outlook 
for the street railways, the future for cor- 
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neighborhood of the track. Linked up 
with this phase of power application is the 
question of hydro-electric development. 
Based on estimates of the Geological Sur- 
vey, the United States has a potential 
capacity of 54,000,000 horsepower in the 
running waters of its rivers and lakes, of 
which approximately only 10,000,000 horse- 
power has been harnessed. Plans are now 
being laid for the fullest utilization of our 
water resources which will enable the pub- 
lic utilities to generate a tremendous kilo- 
wat capacity comparatively cheaply, and 
greatly stimulate the use and consumption 
of power. Taking into consideration the 
demand for electricity that will be cre- 
ated by railroad electrification, the vast 
number of homes which are yet in the list 
of potential consumers; the wide diversity 
of uses for which it can be employed for 
industrial purposes, one cannot see other 
than an era of continuous expansion in 
store for the electric-power companies. 
Public utility securities have already 
to discount the increasingly fav- 
orable outlook, but most of them are 
yet obtainable at bargain levels. With 
the object of determining how the prices 
of public utility securities reflect the cur- 
rent situation the writer has selected 
Pacific Gas & Electric Company, of the 
extreme West, the Montana Power Com- 
pany, of the Rocky Mountain territory, the 
Laclede Gas Light Co., covering the Mid- 


ies in California including San Francisco, 
Sacramento, Oakland, Berkeley and other 
large cities, its entire business field hav- 
ing a population in exces$ of 1,800,000. 
The sale of electrical energy constitutes its 
main item of revenue, 56% of the gross 
receipts coming from thig source in 1919, 
while 38% came from gas sales and less 
than 6% from other activities, including 
the operation of the street railway system 
in Sacramento. 

A great deal has been achieved by the 
company in hydro-electric development. 
Three of its plants generate power by 
steam while nineteen are hydro-electric 
and others of this species are in process of 
construction. At the end of 1919 the 
hydro-plants had a total capacity of 210,- 
924 horsepower compared with 120,643 
horsepower for the steam plants; so that 
even at this stage the greater part of the 
energy generated is produced from water 
power. 

California is a country with little coal, 
and accordingly in the past, oil was the 
agent chiefly used for power production, 
because the state yielded abundant sup- 
plies of it at a low price. During the 
past few years oil has become increas- 
ingly dear, and in view of the necessity 
or desirability of conserving it, the West- 
ern States have been devoting their at- 
tention more and more to the possibili- 
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ties in water power development. In 
this respect they are particularly for- 
tunate, as about 72% of our potential 
water horsepower rests in eleven West- 
ern States, and California alone has ap- 
proximately 15%. Pacific Gas & Electric 
intends to utilize these resources to the 
fullest, extent and benefit itself and the 
community by the generation of large 
volumes comparatively cheap energy. 


Growth and Outlook 


Since its formation the company has 
shown a steady and rapid rate of growth. 
In its first complete year of operations in 
1906, its gross revenues were $8,947,162; 
by 1915, they had reached $18,944,180; 
in 1919, they were $26,582,687 and for 
1920, were $35,385,834, indicating a very 
satisfactory expansion. Net earnings be- 
fore depreciation have held up well de- 
spite what has been happening during the 
past few years. For the year 1914, the 
total income before deductions was $8,- 
306,582. Next year it increased to 
$9,738,587; fell to $8,717,037 in 1917; rose 
to $10,333,561, in 1919; and its income for 
1920 exceeded the record for 1919 by $1,- 
300,000. After making charges in oper- 
ating expenses for maintenance and de- 
preciation of more than $4,500,000 the 
net earnings from operation in 1920 were 
$10,142,828. Deducting bond interest of 
$4,920,436 (which was earned more than 
twice), an additional appropriation of 
$1,000,000 for depreciation, amortization 
charges, and preferred dividends, the bal- 
ance for the common stock was equiva- 
lent to 6.28% per share. 

Last year the common stock had a mar- 
ket range of 61% high and 41% low, but 
at time of writing is selling at 53%4 hav- 
ing regained more than half its drop in 
1920. The break was evidently a sympa- 
thetic one, as there were no developments 
within the company to justify the decline 
in the stock. In fact, the very elements 
in the situation which were unsettling in- 
dustrial securities, such as price declines, 
were making for more favorable condi- 
tions in the utilities. Paying dividends 
of 5% annually, the stock at 53% gives 
an annual income return of 9.3%. If the 
dividend can be considered stable, the 
yield is fairly attractive. It may be 
pointed out that the dividend record of 
the company has not been steady or uni- 
form, but this may be regarded as a re 
flex of the difficulties of the war period. 
6% in stock was paid in 1916; 334% in 
cash in 1916, 5% in 1917, nothing in 1918 
and 5% annually since. The lowest earn- 
ings during the war period were equiv- 
alent to 5.20% on the stock, so that the 
passing of the dividends in 1918 proves to 
have been more a matter of prudent con- 
servatism than necessity. 

Judging from the outlook, the dividend 
appears safe. In 1920 the earnings were 
6.28% against the 5% necessary, and 
were it not for the additional depreciation, 
reserve, would have been in excess of 
9%. Then it must be taken into account 
that 1920 earnings had the benefit of only 
a half year of higher rates whereas they 
will be in effect for the whole year of 
1921. Added to this are the important 
factors of declining operating costs and 
growing business, all of which will most 
probably be reflected in higher earnings 
for 1920. The balance sheet position at 
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December 31, 1920, was strong. Surplus 
amounted .to $6,517,837, and current as- 
sets of $12,135,661 compared with current 
liabilities of $7,102,668, evidencing that 
the company, unlike so many public utili- 
ties, has adequate working capital and is 
not embarrassed for lack of liquid assets 
with which to pay dividends. 

If bought at present prices, the com- 
mon stock offers a nice return and 
seems to have good long-pull possibili- 
ties. The regulatory authorities are 
fair-minded in their treatment of the 
utilities and allow fates that will give a 
return of 8% on the investment. Cali- 
fornia is a growing state with a diversi- 
fication of industries that will make in- 
creasing for power. With 
business enhancing, costs decreasing, 
and public good will in its favor, all 
signs point to ter earnin er for 
the Pacific Gas & Electric.” Ses who 
buys now gets a fair return and if he is 
patient stands to profit from the apprecia- 
tion in his holdings that higher earning 
capacity and the process of seasoning will 
bring.—vol. 27, p. 872. 


Montana Power Company 


Like the Pacific Electric, the Montana 
Power Company is another tower of 
strength among the utilities. It has taken 
the fullest advantage of water power re- 
sources in its territory, and accordingly 
has had little to worry about in rising 
prices for coal and oil, Of its total 
generating capacity, 211,530 K. 'W. is 
derived from hydro-electric development 
and only 810 K. W. from steam plants, 
figures which show that the company is 
preponderating a hydro-electric one. Un- 
developed water power in reserve has a 
potential capacity of 121,500 K. W,. so 
that the growing demands for power can 
be met quickly and profitably. Indicating 
the extent of the territory covered is the 
fact that the company has 2,028 miles of 
transmission lines. Running as one con- 
tinuous line this transmission system 
would extend from New York to Salt 
Lake City. 

Gross revenues grew from $3,720,601 in 
1914 to $7,558,741 in 1918, fell to $6,769,- 
013 im 1919 and reached $7,866,124, in 
1920 the highest level on record. Net 
earnings (before interest charges) held 
up well, rising from $2,447,540 in 1914 to 
$4,539,146 in 1918, falling to $3,952,475 in 
1919 and recovering to $4,539,032 in 1920. 
During the period from 1916 to 1919 the 
lowest earnings were equivalent to 4.27% 
on the common stock outstanding which 
speaks particularly well for the inherent 
strength of a company, whose class as a 
whole were operating under handicaps. 
Dividends of 24% were paid on the com- 
mon in 1914 and the rate gradually in- 
creased until it reached 5% in 1918. Ow- 
ing to the unfavorable situation existing 
in the territory served, the directors put 
the stock on a 3% annual basis in August, 
1919 and this rate has prevailed since. 

Despite the depression existing in the 
mining districts in Montana, which are 
served by the company, causing curtailed 
production and the closing of mines, the 
gross earnings for 1920 were the highest 
in the company’s history, This is ex- 
plained by the increased use of power for 
plants ‘and furnaces, the enhanced con- 
sumption for other purposes and the open- 








ing up of new territory through the exten- 
sion of transmission lines. Fortunately for 
the company, its activities embrace the 
principal agricultural and timbér sections 
as well as most of the large towns and, 
therefore, it does not feel acutely the un- 
favorable situation in the mining industry. 
Then the company has a 99 year contract 
with the St. Paul Railroad to furnish the 
power necessary for its electrified track, 
which adds to the stability of its earning 
power. 


Earnings Likely to Hold Up 


After deducting depreciation and pre- 
ferred dividends, the 1920 earnings were 
$2,380,697 or 5.13% on the common stock. 
The dividend requirements on the common 
will be increased by $90,000 during the 
coming year through the release of 30,000 
shares of stock now held in a voting trust, 
but it is to be expected that they will be 
earned by at least as comfortable a margin 
as last year in view of the lowering cost 
of operation. From a high of 69% the 
common fell to a low of 47% in 1920, 
without any apparent reason, other than 
sympathy with the general market trend. 
At its present price of 53, the stock 
gives a yield of 5.6%. Obviously it is 
selling in anticipation of an increase in 
the dividend rate, as a yield of less than 
6% cannot be considered highly satis- 
factory for a stock of this class. In 
the writer’s opinion the best that can be 
reasonably expected within the next twa 
years is a return to the 5% rate, and if 
money is not any cheaper in two years 
$60 per share would be a good price. 
Why Pacific Electric paying 5% divi- 
dends should sell at about the same price 
as Montana Power paying 3% dividends 
it is difficult to say, other than that the 
latter is selling on the expectations of 
the near future and the former on its 
present performance. Pacific Gas & 
Electric gives a better return on the 
outlay and seems to have an even chance 
for price appreciation. It is possible that 
a raise in the dividend rate on the Mon- 
tana Power, which does not seem to be 
in the immediate perspective, would have 
a sentimental effect in sending the stock 
upward, but on the basis of values it 
should not sell any higher than Pacific 
Gas & Electric common paying the same 
rate of dividends —vol. 27, p. 403. 


Laclede Gas Light Co. 


Laclede Gas Light Co., controlling the 
entire gas system of St. Louis, is not in 
the same strong position as the two west~ 
ern companies. Its future will be partly 
determined by the working of economic 
forces, but from the present outlook more 
particularly by the action of the Public 
Service Commission of Missouri. In com-~ 
pliance with the orders of the Commission 
the company filed a valuation of its prop- 
erties, showing its reproduction cost to. 
be $69,490,010 and its original cost $42,- 
354,195. Both of these figures are in ex~ 
cess of the arbitrary value fixed bythe 
Commission for rate purposes. The com- 
pany has continually requested higher 
rates but without avail, as the authorities 
keep postponing the fixing of revised 
rates until such time as they have com- 
pleted their investigation. This should 
be within a comparatively short period 
but what the outcome of it will be so far 

(Continued on page 220) 
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F the average trader, speculator, or 

investor were able to stand on top 
of the Bankers’ Trust Building in 
Wall Street with a good telescope; and 
if all the brokers, bankers, big specula- 
tors; “they,” the public, the. bulls and 
the bears, you and I were to be turned 
out of our offices; and if the various 
big exchanges were to be emptied of 
their occupants for a brief while; and 
all compelled to think and act out loud 
in front of the Sub-Treasury, this is 
what the average trader, speculator, or 
investor would find out with his eyes 
and telescope: 

Wall Street and everything apper- 
taining to it is one big battle-ground— 
no more no less. Everybody is either 
a bull or a bear; there are no neutrals— 
only hopefuls. The majority want to 
buy cheap; the minority want to sell 
dear. Everybody wants something, 
however, and he usually wants it even 
at the expense of the other fellow. 
That is warfare! 


The Fochs and Hindenbergs of 
Wall Street 


The speculative and investment arena 
that is known throughout the world as 
“Wall Street” is dominated by the bulls 
and bears under one or more Fochs or 
Hindenbergs as effectively as any dis- 
puted territory was held during the 
war. Who the Wall Street Foch or 
Hindenberg may be we leave to the 
reader's fertile imagination, only 
premising that our military similes have 
very good facsimiles in “the Street.” 
Their object is not to kill, but to make 
a killing and they are not always par- 
ticular on which side of the line they 
array themselves. 

With this idea before us, it will be 
clear that the advance and retreat of 
the price ranges—the rise or fall in the 
“averages” is largely a matter of vic- 
tory or defeat of the one side or the 
other. Individual stocks, especially the 
leading issues, have the same general 
characteristics. 

No one general, or field-marshal for 
that matter, is powerful enough to 
swing the whole line out of plumb, so 
we see dents in the line in one place 
and bulges elsewhere. The financial 
reporters then say “The market was a 
very irregular affair today, and the 
bears having covered, prices ruled dull 
and uneven.” 

Pursuing our theory along such 
Btimple lines, we find—or rather our 
man with the telescope atop the 
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Land and the Firing 


Common Sense in Speculation 
The Lessons of Warfare Applied to the Stock Market—No-Man’s- - 
Line—Get Behind the Guns! 
—The Stop Loss Order Under Fire 


By VICTOR DE VILLIERS 


Bankers’ Trust Building would ob- 
serve: 

1. That an advance in the market 
represents the bull forces gaining, and 
the bear forces losing out for the time 
being. If our observer is a sensible 
man he would be wise to join the bulls, 
because having gained their advantage, 


there is no way of knowing how much 





———— 





THE “IMMEDIATE ORDER” 


I've heard a lot of growling from the 
gentry who sit around the tickers, because 
orders weren't executed promptly 


five minutes pass; he gets — cancels 
the order and raises—well makes a 
noise because he can’t get a y He 

Now there’s a good deal to be said on 
both sides. There may be ten times as 
much offered as there is wanted at your 
price. With ten sellers to one buyer, 
ninety per cent of the sellers are bound 
to get left, spite of the transactions rep- 
resenting the ten per cent which you see 
on the tape. Your is probably 
matching quarters to see if he can’t get 
your order filled and yelling himself hoarse 
in an effort to earn his commission, 

If you were the broker in that pushing, 
sweating, excited crowd, you'd probably 
swear at the ‘“‘man in the office,’’ who 
gave you the order. Never thought of 
that, did you? 

You see, standing close to the ticker, 
as I do, and being connected as I am 
by privaté wire with ‘‘the floor,”’ I can 
take in both sides of most any market 
mixup. 

So listen, you on your perches, and may 
you write me one of those ‘‘Dear Doctor’”’ 
letters, ‘‘after using.’’ 

The remedy lies in using the ‘Immedi- 
ate Order.”’ 

It’s the only thing for quick, in-and- 
out trading, if you are so constituted. 

When you give your order to buy or 
sell, just say ‘‘Immediate.’’ That means, 
.the broker must execute the order in- 
stantly or cancel it and report the bid 
and asked prices. 

Of course, this does not apply to orders 
“at the market,’’ as the broker is com- 
pelled to execute these at the best obtain- 
able price. 

“Immediate” orders should be used only 
when a price limit is given. 

By this method, instead of delay, you 
get either a quick report of an execution, 
or, advice that the order is cancelled, 
and the market is ‘‘so and so.” 

You then size things up and give a new 
order at whatever price your judgment 
dictates. 

The point is: You know where you're 
at, instantly! No sitting with hands 
tied, watching the market slide away 
from you, 

The ‘Immediate “5 saves delay, 

It often prevents a loss. 

It's a remedy, 

Try it, 

“TICKERITE,” 




















further their own momentum will carry 
them forward. 

2. That a decline in the market, is 
either a weakening of the offensive, an 
absence of aggressive tactics on the 
part of the bulls, or temporary strength 
of the bears. Our observer* should 
quickly hop to the other side (cross 








the middle ground by airplane if neces- 
sary) and join the dominant forces. 

3. That a market that neither declines 
nor advances, usually called a “traders’ 


market;” or one showing no definite 
trend, means that both sides are resting 
after recent exertions, or are awaiting 
a new opening, or perhaps are bringing 
up fresh ammunition in the way of 
news, reinforcements, money. Or it 
may mean that equal strength is shown, 
and the rest depends on future develop- 
ments—the outcome of which no man 
can tell with certainty. The observer 
should wait. 


No-Man’s-Land 


There is always an area of ground 
over which both sides travel, sometimes 
taking and retaking it a dozen times 
before the one side or the other ad- 
vances or retreats definitely. This is 
called no-man's-land in modern war- 
fare, and corresponds with the “trading 
range” in stock movements. 

As this is written, U. S. Steel has 
been swinging back and forth between 
79 and 83 with great irregularity, and 
—as the writer judges—greater strength 
on the part of the bears, for the time 
being. Why or how this should be, for 
what purpose, or whether the insiders 
are accumulating or selling is not with- 
in the scope of this discussion. We are 
reciting the facts for the purpose of 
illustrating our points. 

For the sake of safety, we can now 
define the broad trading range of U. S. 
Steel for a round period of three 
months as being approximately 78-85. 
A wide range is used for illustration; 
in warfare no-man’s-land is equally ir- 
regular, narrow in places, and spacious 
elsewhere. 

If U. S. Steel should be unable to 
advance through 85 and hold its ad- 
vance, we would say in actual warfare 
that the enemy is too strong at 85, 
and until the offensive breaks through 
—and stays through—it is fairly certain 
that the line of defence may have to be 
withdrawn to around 78, and strongly 
fortified there. We would then want 
to see what happens at 78 before giving 
a further opinion. 

There is nothing mysterious in this 
theory, and the writer does not claim 
that it is absolutely novel, excepting 
that his way of stating the matter has 
seemed interesting to other market 
students, and they believe the plan we 
are about to state can be adopted to 
great ultimate advantage. 


The Stop-Order Under Fire 
The stop-order has its advantages, 
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and some disadvantages. I can hardly 
see how the ordinary speculator can 
be so foolish as to deprive himself of 
its.obvious benefits. This is not a dis- 
cussion of the stop loss order, but I 
wish to point out some of its limita- 
tions, and why the stop order is the 
most detested object in Wall Street— 
ranking second only to the bears in 
unpopularity. 

The stop loss order is a kind of fort 
or buttress, erected for the protection 
of its owner. The usual experience is 
—as most of our readers will testify— 
that just about as soon as the trader 
has got his stop nicely fixed in a com- 
fortable spot, with concrete, shrubs, 
and other etceteras all around it— 
bang!—the bears; “they,” or Washing- 
ton, or the Labor Board, or some 
big trader or somebody springs a 
leak, or a bombshell or something— 
and there is nothing left of the stop 
order except a lot of gas and a hurried 
margin call. 

Whenever I hear this or that trader 
tell me the usual hard-luck story that 
he was “stopped out” on the exact 
eighth, and then his favorite security 
did not stop advancing until it scored 
a 100 point advance—yes sir-ee; 100 
points! I can only sympathize, look 
sorry for him, and rub certain sore 
spots of my own marketwise for I 
have felt and experienced all his heart- 
rending sensations. 

Is the stop loss order a certain 
panacea for all the ills and aches of 
the investor, trader or speculator? 

It certainly is, and it certainly is not! 

If you were to use stop loss orders 
on the long side in a perfect bull 
market (there are very few ideal, 
straight-up bull markets), success would 
be yours, because you might be stopped 
out four times in ten, but six trades 
would be winning ones; and no one 
knows how many Stutzes, General Mo- 
tors, Houstons or Asphalts it might be 
your delightful privilege to ride up 
with. 

Conversely you might be lucky 
enough to get into an affair like the 
1907 panic, the 1917 smash or the 1920 
debacle—on the short side I mean— 
and literally clean up. I have known 
many men who have been successful 
in “straight” bull markets and “straight” 
bear markets make large sums, even with- 
out stops. They happened to guess right, 
or by some lucky piece of intuition 
happened to be on the right side on that 
occasion. I have seen the same men 
pyramid a young fortune on the right 
side, and lose it and another one on 
top of it when the market turned. They 
did not use stops, even to protect their 
profits. 

For plain in-and-out trading or specu- 
lation, nothing better than the stop is 
known, and with all its shortcomings 
we have found no substitute. The stop 
order is a blessing to the speculator, 
indispensible to the trader, useful to 
the investor at times, but an annoyance 
to all others. 

I offer a substitute! 

No system is necessary; nor would 
the average person be able to follow a 
rigid plan that is complicated. The 
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substitute offered needs only courage, 
patience and determination. 

It consists of: taking or assuming a 
loss in advance, marking down that 
loss at the time the trade or invest- 
ment is made, and writing it off grad- 
ually if the venture goes your way. 

I call it “the Firing Line,” and my 
principal suggestion is that instead of 
stepping -into no-man’s-land and de- 


liberately laying yourself open to being 
shot at, that you get behind the guns. 


The Firing Line 


The broad range is no-man’s-land; 
not two or three points, but ten points 
if necessary. No given number of 
points dictates where you will stand; 
it depends upon the action of the stock 
itself. 

If U. S. Steel is wavering between a 
6 point range, say between 78 and 84, 
and you desire to accumulate it, you 
will get well behind the bulls who are 
supporting it around 78. Their guns 
are lined up along line 78 and you 
must get behind the guns! This mtans 
you can use an actual or mental stop 
at 76, figuring that if the enemy is so 
powerful as to break down the line at 
78 it may establish the new area of 
no-man’s-land between 72 and 80. 

You might say: “This is nothing 
but a very liberal use of the stop order.” 

It is. But, the plan involves taking 
the loss in advance. If you buy at 80, 
you also make up your mind to lose 
out at 76, which means “—4” or “—40”, 
or “—400” depending whether you buy 
1, 10, or 100 shares. 

If you lose out, the plan ends; and 
your trouble disappears automatically. 
That is the worst that can happen. 

But—here is the big thing to con- 
sider. If you happen to be right, and 
Steel made a final low around 77, you 
will have had the pleasure of having 
bought somewhere near the very bot- 
tom (thus bettering Baron Rothschild’s 
plans), and your ride upward with the 
stock is indefinite. 

When do we close out? 

We never close out; the stock and the 
plan closes itself—also automatically. 
Steel advances, we will say, to a new 
area, and no-man’s-land becomes 83 to 
88, and we have formerly allowed our- 
selves 2 points’ leeway—right behind 
the guns. We do the same and raise 
our stop to 81, and convert our “—4” 
loss into “+1” and leave it at that. 
At that moment it might be selling at 
88, and our actual paper profit is much 
greater, but the idea is to ignore any 
profits until realized, and to accept the 
worst side of any possible outcome. 
If Steel should now decline even 6 
points (which is a big break in the 
market) we would not be hurt; and if 
we were to be stopped out, we would 
still have a profit, plus all the fun, and 
delightful experience of having been 
in line for market promotion. 

Suppose, however, we are fortunate 
enough to have been on the right side, 
and Steel rises to 100, 108, 112 and 116 
(these are the actual progressive stages 
of Steel’s former movements in a bull 
market); and assuming good judgment 
advised staying behind the guns, and 


adding to our little plus sign by de- 
grees, it is entirely possible that we 
may get “a hunch” around 116 to step 
off and let well enough alone. Or let 
us assume that we intended standing 
by the plan to the end, my study shows 
that between 112 and 116, U. S. Steel 
had every symptom of not wishing to 
go further, and our stop would have 
been around 111 anyway. Even at that, 
final balancing of the account would 
show that we turned a loss of 4 points 
into a profit of 31 points less commis- 
sions. Additional profits would also be 
the large dividend excess above carry- 
ing charges. 

The plan involves a little work and 
study. Good stocks like U. S. Steel, 
Southern Pacific, Reading, Baldwin, 
Studebaker, and other leading specvest- 
ment issues are good subjects for ex- 
perimentation along these lines. Charts 
of daily—or even weekly movements 
could be kept; and if you cannot de- 
cide what the broad trend of the market 
is, I am quite sure THe MAGAZINE OF 
Watt Street will always be willing to 
express its best opinion. 

The limitations of the plan are 
solely, as I am convinced by experi- 
ence, the temperament and fallibilities 
of the investor or trader himself. 

I believe that if the plan were made 
operative by anyone right now in 
Southern Pacific, Reading, or some of 
the depressed sugars like American 
Sugar Refining; or some of the good 
coppers like Utah or Anaconda right 
now—it would ultimately be found 
profitable. How profitable it will be 
I cannot predict. Whether there will 
be a loss, I also cannot say; but the 
investor or specvestor will know his 
troubles well in advance, and have 
nothing more to worry about even if 
I am wrong. 

In Southern Pacific, the figures right 
now tell me that “no-man’s-land” is 
between 74 and 78, so allowing for 
safety, the buyer at 75-76 would figure 
72 as the correct place behind the guns, 
and would start off with “—3” or “—4” 
as his total possible loss. The possible 
gain is only limited by what may hap- 
pen in the future; and the oracle who 
would guess, is only—a guesser. 


Under Fire 

It is the writer’s belief that the aver- 
age customer, speculator and trader 
with average experience in attempting to 
beat market fluctuations will beat him- 
self in the long run. If he trades with- 
out stops he is surely committing 
financial suicide. If he uses stops in- 
advisedly, he is under fire from the 
guns of the bulls and bears: they can- 
not kill him altogether, but he will 
lose several arms, legs and miscellane- 
ous portions of his market anatomy 
before he finds himself. By getting 
right behind the guns, his initial risk 
might be greater—on paper—but a 
check up of all the probabilities on 
hundreds of stocks during the past fif- 
teen years, shows that the method out- 
lined has a better basis of common- 
sense than the haphazard buying and 
selling on guesswork, or alleged mar- 
ket preparation that the average trader 
thinks he has—but has not. 
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RUSHING TO SUCCOR A CRY-. 


ING NEED 


Not that we ever heard a need crying, 
but, according to our best orators and 
writers, it is a pitiful sound. Often, when 
listening to political speeches, it has seemed 
to us that Tennyson must have been speak- 
ing of the well-known Crying Need when 
he said, 

“An infant crying in the night; 

An infant crying for the light; 

And with no language but a cry.” 
It does seem that the first name of every 
Need we ever have met, or heard of, is 
Crying. 

Last Saturday we overheard a man on 
the Street remark that the crying need 
today of the stock-trader is a newspaper 
run by someone with brains enough to 
comprehend, and courage enough to tell, 
the truth. It seems the remarker had 
bought a certain oil stock at $62 and had 
been invited by the margin-clerk to sell 
at $10% a share. He blamed his troubles 
on a subsidized press. 

As we often had heard that nothing is 
simpler or more profitable than publishing 
a financial weekly; and, as we so often 
during the past two years had seen Truth— 
and salt water—arise from the bottom of 
wells that we believed we could identify 
her in the most crowded of market places; 
and, as we knew that in Harvey Harding 
Hardy we could find an editor whose 
judgment often, but whose courage never, 
has been questioned, we decided to rush 
to the succor of the stock-traders’ latest 
crying need. 

In publishing The Wall Street Weakly 
(Margin) Call costs will not be counted ; 
the greatest writers, merchants, financiers 
and statesmen will be invited to contribute 
freely to our editorial page; no expense of 
labor or cash will be spared by our re- 
porter in writing down any news items 
which may be forced upon him; our mar- 
ket review will be a thing to puzzle and 
ponder over, and will sometimes contain 
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almost as much financial information as 
one can find in one’s home-town paper. 

Our disconsolate readers are invited to 
turn to us with their stock, business or 
family troubles and receive priceless con- 
solation. Advice on all public and private 
matters will be copiously and promis- 
cuously handed out freely and without 
price. And our readers may feel assured 
that such advice will be worth just what 
it costs them. 

After which baring of our beliefs, ideals 
and purposes, just one word to our ad- 
vertisers—or rather, to the advertisers 
whom we hope to get. 

The Wall Street Weakly (Margin) Call 
is starting with the largest circulation of 
any financial publication in the world. Our 
nearest competitor is THE MAGAZINE OF 
Watt Street. We ran _ neck-and-neck 
with THe Macazine until the last furlong 
when one of the editor’s relatives sent us 
a subscription. We will give bond to any 
of our advertisers that THE MAGAZINE OF 
Watt Street's circulation will at no time 
exceed that of our own cherished Call. 





STOCK MARKET REVIEW 
AND FORECAST 


BY THE BUSINESS MANAGER 


As was to be expected the market dur- 
ing the past two weeks acted just as I 
expected. 

When the news that the King of Spain 
had taken up tennis reached the Street the 
Rails kept to their levels and were rusty 
only in spots; several of the big traders 
went to the beaches over the holidays and 
discovered so much salt water they became 
bearish and pounded the Oils; a New 
Jersey Congressman introduced a bill re- 
quiring the Treasury Department to mint 
2'%4-cent coins, and this accounted for the 
strength in the Coppers. 

I could give just as logical reasons for 
the weakness or strength of the other 
stocks but the editor has wisely limited me 
as to space. 

As Solomon or Barney Baruch or some 
other wise man has said, or almost said, 
“There is a time to buy, and a time to 
sell; a time to get, and a time to lose; 
a time to keep, and a time to cast away.” 
After days and nights of arduously sift- 
ing, probing and analyzing all the known 
and guessed-at facts and figures I am con- 
fident that Solomon—or Barney—was 
speaking truth. Surely there is a time 
to buy, and a time to sell; and I will 
stake my reputation upon it that now, 
right now, is the time. Think it over. 

Meantime, until you hear from me again, 
watch Wheeling & Lake Erie. As to the 
immediate future of the market in general 


I predict with fear of contradiction that 
Columbia will win at Poughkeepsie. 


LOCAL NEWS 
Personal and Impertinent 
BY THE ADVERTISING MANAGER 


Several of our best—in a business way— 
citizens went to Washington several days 
ago and tendered some good advice, when 
and where it was most needed. From a 
politician’s angle-of-vision the leading 
lights of Wall Street are fit only for two 
uses: to be held up as bugaboos during 
political campaigns, and to be called upon 
for help when brains or money are in 
demand. 





* * * 


It is more than two weeks since the 
Central Leather dividend was passed, but 
a certain financial writer for a daily that 
is better known than loved on the Street 
is still going around chortling that fortissi- 
mus goat-getter, “Didn’t I tell you?” It 
might be only a fair and brotherly act to 
warn him that if he again struts into a 
certain Broadway wire house and reminds 
them how wrong they were and how right 
he was he will be in proximate danger of 
joining that “innumerable caravan that 
moves,” and there will be one less candi- 
date for the office of President of the 
Irish Republic. 

» + * 

It is rumored that one of the large Curb 
houses is about to sue—perhaps bring 
crimina! charges against a well-known firm 
—because of the manner in which a cer- 
tain face-powder stock was marketed. 
The action of the Exchange in removing 
the tickers from several Curb and Con- 
solidated houses has brought some of the 
banned houses to think that Samson was 
right when he kicked the underpinnings 
from under the temple. 

* * * 

Old J. R. Duff was running up and 
down Broad Street last week seeking to 
find out when a Call was a Put, and if so 
why. The indefatigable reporter of the 
(Margin) Call clamped a wrist lock and 
an ear hold on J. R. and pried loose the 
story. Somebody sold him a Call on 5,000 
shares of an oil stock which refused to go 
up but found the down-grade easy slipping. 
On the date of the Call’s expiration J. R. 
was knocked speechless—a rare feat—by 
having the stock delivered to him. Sell- 
ing Calls to J. R. must be a fairly lucrative 
business. 

of 7 * 

It was reported last week that Cruce 
Pool, who has been feeling poorly for 
some time, had taken a turn for the worse. 
His temperature was high but his bids were 

(Continued on page 209) 
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An Invention 


Which Helps 


Execuuves Get Facts Quickly 


Practically all modern office equipment is designed to save 
the time of relatively low-priced employees; here is an in- 
vention which vastly increases the capacity of the executive. 


sions are made by executives. The 

physical work of carrying out those 
judgments and decisions ‘is done largely 
by relatively low-priced employees. Only 
a few have the ability to plan, judge and 
decide. Yet despite this difference in 
their value to an organization, most 
modern office equipment is designed to 
save the time of the employees. 

We have typewriters, adding machines, 
loose-leaf devices, modern filing equip- 
ment—systems of every description. And 
they are invaluable of course. But the 
need today is for something that will 
enable the executive to produce a greater 
volume of THOUGHT out of the TIME 


available. 
Knowledge on Tap 


No executive can hope to know every 
last detail of his business. He must con- 
stantly get reports from others. Depart- 
ment heads know or have their fingers 
on facts which the executive must be able 
to get instantly. This involves communi- 
cation, and upon the ease and speed with 
which this communication is effected 
DEPENDS MUCH OF THE EXEC- 
UTIVE’S EFFICIENCY. 

The push button is as inefficient for 
the executive as the quill pen is for his 
secretary; the push button produces an 
office of walkers instead of workers. 

The telephone, operated from a switchboard, 
has proven highly unsatisfactory for intercom- 
munication; it causes aggravating delays; it is 
distracting to the executive for it concentrates 
his mind upon a conscious physical act; it 
levels an organization, for the ringing tele- 
phone means ANYONE OF A THOUSAND 
PEOPLE MAY BE CALLING. The delays, 


J sons ace ms are formed and deci- 


the “Hello’s,” the interruptions to outside serv- ° 


ice, have proved the NEED for an efficient, 
independent intercommunicating service. 


What Happens Now 


._ In offices where the Dictograph system is 
installed executives reach their associates, 
assistants and employees instantaneously with 
no more physical effort than pressing a key. 
Every person called KNOWS AT ONCE 
WHICH EXECUTIVE IS CALLING and 


answers accordingly. Thus the executive re- 
ceives the instant attention which would be his 
if he were personally to appear in any office or 
at any desk. 

The loud speaking master station on the ex- 
ecutive’s ‘desk renders unnecessary any re- 
ceiver being held to the ear (unless privacy is 
desired). The “visual” shows the executive 
WHO is calling HIM. 

The Dictograph System makes it SO EASY 
TO ESTABLISH COMMUNICATION that 
information is. obtained QUICKLY. The 
DIFFICULTY and DELAYS incident to old 
methods of getting facts have often caused 
executives to put off asking for them. The 
Dictograph System eliminates that cause of 
inefficiency. 


A Remarkable Booklet FREE 


We want to send you, absolutely free, a copy 
of “An Essay on Executive Efficiency.” It 
analyzes the close relationship that exists be- 
tween office and executive efficiency and de- 
pendable intercommunication. It gives you 
an entirely new conception of how to conserve 
your own time and thought. Many executives 
have said it is the most helpful and enlighten- 
ing article they have ever read on the subject 
of Executive Efficiency. Also check the coupon 
for a five-minute demonstration of the Dicto- 
graph System if you would like to see just how 
it helps you. Mail the coupon NOW. 


Dictograph Products Corporation 
Charles H. Lehman, President 
220 West 42nd Street (1366 Candler Bldg.) 


New York City 


Send 
For 
Free 


Booklet 





DICTOGRAPH PRODUCTS CORPORATION, 

220 W. 42nd St. (136 Candler Bidg.) New York City. 

Check one of the squares: 

() S-Minute Demonstration—You may give me a 5- 
Minute Demonstration of the Dictograph, with the 
understanding that it places me under no obliga- 
tion. 

(0 Free Booklet—You may mail “An Essay on Executive 
Efficiency” which analyzes the problem of inter- 
communication. 


GOED  (ictn can dbbiasocchectndcscgssscosecbocvoceseccoccore 
(Please attach to your letterhead) 
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IF YOU OWN 
8% BONDS OF 


France 
Belgium 
Denmark 
Switzerland 
Norway 
Brazil 
Chile 
Berne 

San Paulo 
Zurich 
Christiania 
Bergen 


Our Circular M 15 
which compares the 
callable sinking fund 
and redemption 
terms of the various 
issues will probably 
be of interest and 
value to you. It is 
free. 


It is advisable that 
you tell us which 
bonds you own. 








Robert C. Mayer & Co. 


Investment Bankers 


Equitable Bldg. 
New York 


Tel. Rector 6170 
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Atchison pfd. 

At. Coast Line 
Baltimore & Ohio 
Balto. & Ohio pfd 
Canadian Pacific ... 
Ches, & Ohio 

Chic, Gt. Western 
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Cc. M. & St, Paul 

Cc. M. & St. Paul pfd 
Chic, & Northwestern 


Chic, R. 
Chic. RB. 


Delaware & Hud 
Delaware Lack. & W 
Erie 
Erie Ist pfd 

Erie 2nd pfd 

Gt. Northern pfd 

Illinois Central 

Kansas City Sou 

Kansas City Sou. pfd 
Lehigh Valley 

Louisville & Nash 
Minneapolis & St. L 

Mo, Kan, & Tex..........- 
Mo, Kan. 


N. Y. Ont, & W 
Norfolk & Western 
Northern Pacific 
Pennsylvania 


ding 
Reading Ist pfd 
Reading 2nd pfd 
St. Louis-San Fran 
St. Louis & Southwestern 
St. Louis & Southwestern pfd 
Southern Pacific 


Gowthews By. 2... ccccccccssccccces 


Southern Ry. pfd 
Texas Pacific 
Union Pacific 
Union Pacific pfd 
Wabash 
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Wheel, & Lake Erie 
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Stromberg Carburetor ... 109% 
Studebaker ............. 151 
ih: Mi. sevcsseus ses 104% 
Superior Steel ...........-..6 scenes 54% 
Tennessee Copper & Chem.......... 17% 


Texas Company 
Tex. Pac. Coal & Oil 
Tobacco Products 
Transcontinental Oil .... 
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-—1920—. ——1921—, 
High Lew High Low 
80% 96 684 
24% 821, 23 
59% 86 61% 
™ 12% 9 
16% 27% 19% 
18 81% 19 
50 63 66% 
of 12% 5% 
51% 59% 27% 
71% 91d 77% 
61 76% 65 
97 104% «2100 
70 107% 64% 
16% 26 15% 
21% 33% 19% 
10 19% 11% 
12% 20% 18% 
82% 78% 40% 
116% 188% 120% 
12% 16% 10% 
4% #$j+%T% 66% 
58% 70% 
69 82 69% 
a7 444 844 
85 72 
24% %$2% #+«+|:|%Q@*8BX~™, 
51% 605, 54 
55% 86 59% 
% wy, LY 
87% 29% 
10% 17% 12% 
63% 46% 
11% 17 18% 
38% 73% % 
19 14% 
4 4% 8y 
25% 54% 85% 
75 94 78 
14% 22% 16 
45 58% 46 
14% 21% 18% 
9% 12% 9% 
148 167% 185% 
14% 24 15% 
28% 83% 251, 
98% 68% 81 69% 
17% 8 13% 9 
117%, «66 89 65% 
48% 16% 20% 
61% 42s 48 61% 54% 
5% 2% 7 1% 
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4214 80% 35% 81% 
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8% 86165 42% 19% 
108% «58 88 49% 
72% 51% 64% 56% 
118% 72 96 80 
104% 890% 104 88 
120 40 51% 29% 
50% 29% 36% 80% 
106% 73 90% 82 
107 92% 109 98 
22% 10 15 11 
93% 30 891, 23 
124% 55% 73% 54% 
106% 489 84 96% 89 
55% 1644 24% 14% 
123% 4914 69% 56% 
90% 83% 49 88% 
48% 20 28% 19% 
821, 43 56 38 
212% 142% 167% #«185 
118% 100% 110 105% 
118% 22% 46 . 87% 
126% 87% 93% 48% 
101% 76 97 83 
60 41 48 36% 
18% 6y 10% 7 
57% © 40 85% 
533, 22 36% 21 
95% 46 58% 45 
38% 5% «18 6% 
224% 176 207 97% 
96% 451% 62% 48 
2% 15 27%, 17% 
116% 56% 74% 6414 
148% 58 79% 62% 
116% 95% 108% j 99% 
76 29% 85% 26 
109 76% 86% i ‘7% 
115% 104% #«112 107 
80% “4% 59% 45% 
97 28% 41 26 
80% . 24% 42% 25% 
112% 88% 102% 80 
92% 80% 94 84 
55% 49% 42%, 
69% 80% 44 85% 
5% 10% 5% 
82% 34% 47 38 
145 100 117% 108% 
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HEN money strin- 

gency raises money 

rates, depresses se- 
curity prices and creates 
investment bargains, it 
likewise limits available 
funds and makes it diffi- 
cult to take advantage of 
low prices. 


Our Partial Payment arrange- 
ment is particularly advan- 
tageous at such a_ time; 
furthermore, it puts weekly or 
monthly surpluses immediate- 
ly to work and is a strong 
incentive to systematic saving. 


Our descrittive booklet M 113 
Sent on request. 


— de ! 
Morris & SMITH 


Members New York Stock Exchange 
66 Broadway New York 
Phone, Bowling Green 3968 
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A Series 
on the 


Coppers 


We are issuing a series of 
letters comprehensively an- 
alyzing the Copper Stocks. 


Gratuitous distribution 


E.W.Wagner&Co. 


ESTABLISHED 1887 





Members 
BREW YORK STOCK EXCHANGS 
BNEW YORK COTTON EXCHANGE 
CHICAGO STOCK EXCHANGE 
CHICAGO BOARD OF TRADE 


33 New St., New York 
208 South La Salle St., Chicago 
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INVEST in 

the SECURITIES of 
COMPANIES 

Whose Products You Use 





We Offer 


16 American Thermos Bottle B 


Company incorporated 1907. Stock 
dividend last year, 50%. Cash divi- 
dend rate 8%. 


Price 80, yielding 10%. 


25 Atlas Portland Cement pfd. 


Company incorporated 1899. Divi- 
dend rate 8%. 


Price 102, yielding 7.84%. 


15 Borden Co. (Milk) common 


Company incorporated 1899. Pres- 
ent dividends 8%. 


Price 98, yielding 8.25%. 


10 Borden Company (Milk) pfd. 


Company incorporated 1899. Divi- 
dend rate 6%. 


Price 89, yielding 6.74%. 


22 Burroughs Adding Machine 


Incorporated 1905. Dividend rate 
with extras. 
Price 155. 


10 Childs Company (Restaurant) 
ees 1906. Cash dividend 


Price 99, to yield 8.08%. 





These offerings are made 
to prior 
change 


subject 
and in price. 





Tobey & Kirk 


25 Broap Sr.,New York 












OUR NEW FOREIGN POLICY 
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should be cancelled. It has been advo- 
cated by Fred I. Kent, vice-president of 
the Bankers Trust Company, who was 
among the bankers who attended the din- 
ner at the White House, that the United 
States cancel that part of Europe’s debt to 
this government that was used by our 
allies to hold off the enemy until the 
United States could get into the war. It 
is known that Mr. Kent’s ideas on this 
subject are backed up by a very large 
group of leading bankers throughout the 
country. 

It is well for us that we are a creditor 
nation, but it must also be remembered 
that we changed from a debtor to a 
creditor nation in an unbelievably short 
time; that the events during that change 
were unprecedented, not only from a his- 
torical but from an economic standpoint. 
During that period this government be- 
came a creditor to other governments to 
the extent of nearly ten times the total 
debt of the United States prior to the 
war. Today there is one nation that owes 
this government three times the total out- 
standing United States indebtedness prior 
to the war and another owes us over 
four times. This indebtedness was in- 
curred at a time when the borrowing na- 
tions did not consider or even think of 
the economic effects such indebtedness 
would incur, nor could they plan or de- 
vise ways and means of rearranging their 
economic life so as to provide for pay- 
ments. 

Another phase of this situation is the 
fact that if this $10,000,000,000 indebted- 
ness is paid in full, the United States 
must import from these nations the 
amount of this indebtedness before fur- 
ther imports can be utilized to pay for 
exports from this country. 

It is not likely, however desirable it 
may be, that the government will even 
discuss with these nations the question of 
cancellation at this time. In the first 
place, it will be necessary to sound out 
public opinion on the plan and to en- 
deavor to educate the public regarding 
the advantages of the plan. But just as 
important as this, is the fact that the 
European nations must come to a real- 
ization of the folly of their petty quar- 
els, their bickerings, their stupid frontier 
regulations which retard trade, and 
their insane jealousy toward one 
another; they must recognize the dan- 
gers of inflated currencies and the 
necessity for hard, efficient work. Un- 
less these things are realized, there is 
no particular object in releasing the 
allies from their obligations. The world 
must, economically, turn over a new leaf. 
There is a vast amount of work to be 
done to offset the destructiveness of the 
war. It is a time for mutual understand- 
ing, sympathy of each other’s problems 
and aspirations. It is time for hard 
work. The situation may be summed 
up as Rowland W. Boyden, American 
delegate to the Brussels Financial Con- 
ference, summed it up when he said to 
the representatives of other nations, “Eu- 


_ Tope must prove that she is a good busi- 


(Continued on page 5a) 
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In 1917, the average price of 
six of the representative Stand- 
ard Oil Companies was $527 
per share. 


Since that time an average of 
$154.48 per share has been in- 
vested in plant properties, etc., 
after allowing for depreciation 
and paying taxes and divi- 
dends. 

At the present time the aver- 
age price per share is $457. 


Standard Oil Booklet 
will be sent upon 


No. 131 
request 








New York Stock Exchange 
Members 
New York Cotton Exchange 


Philadelphia Stock Exchange 
111 Broadway 1418 Walnut St. 
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SINCLAIR 


We have prepared a very thorough 
analysis of this security, outlining 
its tremendous future possibility. A 
request for Bulletin SMW will bring 
this to you and also the details of 


our 





PARTIAL PAYMENT 
PLAN 


through which you may purchase 
time-tested, listed securities by mak- 
ing a small initial deposit, followed 
by convenient monthly payments, 
and protected by every known safe- 
guard. 


“Weekly Financial Digest” 


will be mailed free, on request. 


Cc. P. DOW & CO. «. 


Founded 1892 


10 State Street, BOSTON, 1 
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NEW FINANCING CONTINUES 
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rs “hs “ ji 
Special provisions have been written into 
the. constitution safeguarding the payment 
of both principal anu_yiterest. The pur- 
pose of the issue is td“Stimulate agricul- 
ture by advancing to farmers ac. opel 
capital secured by first mortgages on their 
improved farms. This plan of rural 
credits is followed in other states and is 
on lines similar to the Federal Farm 
Loan Act. 


American Bosch Magneto Sinking Fund 
8s 


These bonds are a direct obligation of 
the company and constitute its only obli- 
gation outstanding other than current 
trade accounts. They are issued in the 
amount of $2,500,000, as compared with 
net quick assets of $6,035,000 and total 
net tangible assets of $10,000,000. Aver- 
age annual net earnings of the company 
before Federal Taxes for the five years 
ended December 21, 1920, were more than 
$800,000 or at the rate of about 4 times 
annual interest requirements on this issue. 
A sinking fund provides for the retire- 
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Paine, Webber & Company 


LONG ESTAB- 
LISHED 


INVESTMENT 
SERVICE 


. FOREIGN 
CONNECTIONS 


ESTABLISHED 1880 


During a period of more than forty years 
this House has provided efficient service 
for many thousands of investors. 


We carry a line of investment securities, 
carefully selected to meet the require- 
ments of individual and institutional buy- 
ers, which includes foreign and 
Government, muncipal, railroad, public 
utility and industrial issues. Our list will 
be sent on request. 


Our foreign department is in direct, 
constant communication with our corre- 
spondents in London, Paris, Amsterdam, 
Antwerp, Brussels, Buenos Ayres and 
other foreign markets. 
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ment of at least $2,000,000 of the notes 
prior to maturity. Offered at 98% to 
yield 8.15%, they represent an attractive 
investment, 


STOCKS AND 
COMMODITIES 


We are active members of all the princi- 
pal Stock Exchanges in the United States, 
the Chicago Board of Trade and the New 
York Cotton Exchange and provide every 
facility for trading on these Exchanges. 
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Duquesne Light Convertible 7 %s 


This company sold $10,000,000 15-year 
7%4% debenture bonds at 95% to yield 
about 7.65%. They have a _ provision 
whereby they may be converted at the 
holders’ option par for par from July 
1, 1923 to July 1, 1934, into the company’s 
cumulative 8% Preferred “B” Stock. The 
bonds are the obligation of a strong and 
successful public utility corporation and 
are amply protected from the standpoint 
of earnings. They are followed by $5,- 
760,000 7% preferred stock and by $18,- 
226,000 common stock, which pays 8% 
dividends. 


STATISTICAL 
DEPARTMENT 


Our Statistical Department furnishes on 
request special descriptions and analyses 
of securities. 
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Consultation or Correspondence im- 
vited at any of the following offices: 


NEW YORK MILWAUKEE, WIS. DULUTH, MINN. 
25 Broad Street %% Michigan St. Torrey Building 


PHILADELPHIA y yf 
1422 South Pean Square MINNEAPOL Is, wy < —. 


ALBANY, N. Y. 

90 State Street SPRINGFIELD, MASS, 
i vati k 

DETROIT, MICH. , Building _ 


Penoscot Building 
> abr : WORCESTER, MASS. 
erates ~~ thoes The Rookery 314 Main’ St. 


ST. PAUL, MINN. HARTFORD, CONN, 
Pioneer Building 95 Pearl St. 


INN 
Mc Knight Building 


BOSTON, MASS. 
82 Devonshire Street 


CHICAGO, ILL. 


Grand Rapids Savings 
Bank Bldg. 
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THERE IS NO MYSTERY IN “OUT- 
SIDE INCOME” 
(Continued from page 177) 
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which completes his chart by paying him 
as follows—Jan., $7.50; April, $7.50; July, 
$7.50; Oct., $7.50. 


Our friend has now $7.50 added to his 
income and from here on there is nothing 
to it—as nothing succeeds like success. 
Having our Savings Account showing 
$68, he immediately buys one $100 5% 
railroad bond, which adds $2.50 to the 
months of January and July. His next 
effort is to equalize all months. By enter- 
ing his Liberty Bonds on this schedule, he 
realizes more the value of these bonds, 
and his plan is working in good shape. 
There is no end to the possibilities of this 
method and why the banks and trust com- 
panies throughout the country do not ad- 
vise and instruct along this line to their 
customers—THE SURE ROAD —is more 
than I can fathom. 


for JUNE 11, 1921 














COLUMBIA MOTORS \ 


A recent analysis of this issue giving history, dividend 
record, earnings, together with outlook for present busi- 
ness, is available on request. 


WE ARE SPECIALISTS IN MOTOR 
SECURITIES ' 


Lee, Gustin & Co. 


Members Detroit Stock Exchange 
Dime Bank Building 
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Tr de Tendencies 


Prospects of Leading Industries as Seen by Our Trade Observer 


As the general tendency in a given trade is but one of the many facters affecting 
the price of securities representing that industry, the reader should not regard these trade 
tendencies alone as the basis for investment commitments, but merely as one of many 





tial profits owing to the 


present low exchange rates 
by investing in 


City of 
Copenhagen 


4% Loan of 1901 

Interest and _ principal 
payable in U S. dollars at 
a fixed rate of exchange, 
-annual drawings at par 
which gives a high average 
yield. 


Ask for circular M.W.-102 
Your inquiry is also 
invited on 
BRITISH FRENCH 
BELGIAN GERMAN 
and other European Bonds 


HUTH & CO. 


30 Pine Street, New York 
Telephone John 6214 


factors to be considered before arriving at a conclusion. 





RAILROADS 











Conditions Slowly Improving 
HE improvement in car loadings is 
now becoming more pronounced as 
a result of the greater activity which 
normally commences with the Spring 
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Canadian Bonds 


Payable in New York 


City of St. John, N.B., .¢ Vicia 
4%, due 1946...... 6.75% 


Montreal Power, 
434%, due 1932.... 7.10% 


Calgary Power Co., 


5%, due 1940........ 8.80% 


Nova Scotia Steel, 

5%, due 1959...... 7.60% 
McCormick Mfg. Co., 

61%4%, due 1940..... 8.60% 
Algoma Steel, 

5%, due 1962...... 10.50% 


Prices based on American Funds. 
Send for particulars. 


H. B. ROBINSON & CO. 
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260 St. James St. 
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THE TREND 


STEEL—Pig iron and steel production 
still om the decline. Prices softer. 
Keen competition. Demand of small 
proportions. Further wage cuts prob- 

le. I diat tlook not prom- 





ising. 

COPPER—Moderate reaction. Domestic 
buying slumps a little. Prices shaded 
by smaller dealers. Production on 
the decline. Outlook uncertain. 

OIL—Crude oil cut again. Refined pe- 
troleum weak. Demand tapering 
while production increases. 
fair but below those of last year. 
Outlook for the industry, as a whole, 
is not encouraging. 

TEXTILES—Higbly irregular with some 
lines doing well and others poorly. 
Silks and woolens in best shape. 
Amalgamated clothing strike ended. 
Cotton gradually getting in better 


MOTORS—Extensive price-cutting. Pro- 
duction on the decline. More unem- 
ployment. Keener competition. Out- 
look unfavorable. 

TIRES—Affected by slump in automo- 
bile production. Ratio of output 
lower than that of a month ago. | 
Other rubber goods dull. Crude 
rubber at lowest prices in history. 
Little prospect of an early change 


for the better. 

COAL—Soft coal production shows up- 
ward trend. No change in prices. 
Exports on the increase, due to Eng- 
lish strike. The trend broadly is 


SHIPPING—More ships laid up. Pacific 
rate war threatens. Atlantic passen- 
ger traffic large; freight traffic on 
the decline. Unsettlement of foreign 
conditions not favorable toward an 
early recovery in this industry. 

CHEMICALS — Better feeling in heavy 
chemicals, but prices are still weak. 
Fine chemicals and drugs quiet. 
Production curtailed. Exports and 
imports on the decline. General situ- 
ation irregular. The trend broadly 
should turn upward in the near 
future. 

SUMMARY—Conditions are still depress- 
ed. A summer reaction in many 
lines is noticeable. Prices are 
larly weak with a downward ten- 
dency. Unemployment slightly less 
owing to farm activity. Retail trade 
fair. Gadi conditions are im- 
proving; thus, the foreign situation, 
slow elimination of “frozen” credit, 
and gradual liquidation of commodi- 
ties and . A sounder basis is 

being | but it will take a con- 

siderable period before the process is 
completed. 




















months. The trend in carrying-movements 
should be upward from now on and sharp- 
ly upward under the stimulus of crop ship- 
ments next Fall. April earnings were an 





by the representative carriers. The ef- 
fects of the economies practised in that 
month were quite apparent and were di- 
rectly contributory to the improvement in 
earnings. It is apparent that the carriers 
will continue to bend all efforts toward 
rendering operation as economical as pos- 
sible and the net savings should be even 
more favorably reflected in the net earn- 
ings of the coming months. 

Two factors which will increase rail- 
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road earnings are the pending cut in un- 
skilled labor wages and the increase in 
traffic which is now making itself visible. 
It is expected that the cut in wages will 
save the railroads of the country some- 
thing like $400,000,000 a year. These fig- 
ures are merely approximate and may 
vary from this total but, in any case, it 
is apparent that the carriers will be mak- 
ing a big gain. This, combined with the 
increased gross received during the com- 
ing months of increasing traffic, should re- 
sult in some very good earnings state- 
ments. The trend for the carriers thus 
seems broadly upward. 

While the outlook for the railroads 
seems more promising, it is nevertheless 
a fact that many carriers are in such poor 
financial condition that even a few months 
of good business cannot make up for the 
losses incurred in the past few years. 
The fact is that the carriers are working 
on a very slim surplus. Only once in 
thirteen years have total net earnings been 
over 6% and in the past few years earn- 
ings have fallen far below this mark for 
the country as a whole. The result is 
that many carriers are in a poor financial 
condition. Their credit is weak and pub- 
lic confidence in their securities has yet 
to be restored. Plainly, the carriers, as 
a whole, do not appear much better off 
than before the putting into effect 
of the Transportation Act. Of course, 
the decline in traffic was partially re- 
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improvement over those of the preceding 
month, judging from the results obtained 
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many carriers went back into private con- 
trol on a very slim cash. margin. Ob- 
viously, something more than a moderate 
increase in traffic and a moderate cut in 
unskilled labor wages is necessary to bring 
these carriers back to a normally pros- 
perous condition. Lately there has been 
some talk on the advisability of amend- 
ing the Transportation Act so as to im- 
prove railroad credit. It seems that 
something like this will have to be done 
unless some of the weaker roads are to 
be placed in a precarious financial posi- 
tion. 

Two events of interest were the Bur- 
lington declaration of a 5% dividend, in- 
cluding an extra of 3%. The other was 
the deferment of the Chesapeake & Ohio 
dividend. The former was an offshoot of 
the Burlington financing and therefore of 
no particular significance except as af- 
fecting the roads which were interestea 
parties in this financing. The deferment 
of the Chesapeake & Ohio dividend, on 
the other hand, was more particularly 
due to conditions now affecting the car- 
riers ,although the action in itself was 
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partially caused by the fact that the Gov- 
ernment had not yet made payments on 
funds due this road. The Chesapeake & 
Ohio action does not necessarily signify 
that the dividend will be passed entirely 
but the fact that the directors had to re- 
sort to this drastic course indicates how 
seriously some carriers are affected by the 
present stringent situation. 
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Conditions Dull and Irregular 
ig is impossible to characterize the tex- 
tile industry, as a whole. Not only do 
the great groups within the industry pre- 
sent extreme contrasts but departments 
another. At best, it might be possible 
to characterize the textile industry by 
saying that it gives a highly ragged and 
irregular appearance. 

Some lines of cotton goods are doing 
fairly well and others are not. Print 
cloths are more active but the stimulus is 
immediate demand and there is no well- 
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E ACH month Jnvestment Recom- 


mendations serves many invest- 
ors as a guide in their purchase of 
securities. A request to our nearest 
office will bring this booklet to you. 


Our broad service of financial . 
information and advice is also at 
your disposal. 


If you have any investment 
problem, or if you wish detailed 
data on particular issues or types 
of securities, an inquiry to our 
nearest office will make available 
the entire range of GUARANTY 
SERVICE To INVESTORS. 


Weshall be pleased to send you a 
copy of Investment Recommendations 
or ‘to assist you in any other way. 


Guaranty Company 
of New York 
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defined trend with reference to the fu- 
ture. Finished cotton goods are irregular 
with some lines in good demand and others 
fairly a drug on the market. Gray goods, 
which are popular this season, are moving 
rapidly. On the whole, cotton goods. are 
about fair, which is about as much as can 
be expected considering that the biggest 
consumers are the working classes and that 
their purchasing power is now very much 
reduced. 

Raw cotton seems to have struck bot- 
tom. During the past two months the 
range has been comparatively narrow at 
about these prices and as fundamental fac- 
tors are shaping up more favorably, the 
chances of a relapse in cotton prices grow 





more remote. A great deal, of course, de- 
pends on how much acreage has been re- 
duced. According to unofficial sources, it 
is reported that cotton acreage has been 
reduced by about 30%. This seems rather 
excessive but if true, or even if approxi- 
mately true, it would have a most impor- 
tant effect in advancing cotton prices far 
beyond present levels. On the other hand, 
a moderate cut in acreage or a crop nearly 
as large as last year’s would be nearly 
fatal as there is not enough consumptive 
power in the world to absorb the present 
carry-over in addition to most of the next 
world crop. 

The woolen trades are a rather bright 
spot. Men’s clothing and other lines have 











The Situation 
Existing Today 


In our June Bulletin, just 
issued, we have summarized 
for investors present business 
conditions in America, and 
the extent of the curtailment 
of prices of farm products, 
manufactured products, and 
wages. There are also brief 
paragraphs regarding the rail- 
roads, public utilities, -our 
present stock of gold, and the 
bond and stock markets. 


Eleven conservative securi- 
ties are briefly described. 


Complimentary copies of this 
June Bulletin will be sent on 
request. 


Hemphill, Noyes © Co. 


Members New York Stock Exchange 
37 Wall Street, New York 


Philadelphia Boston Baltimore 
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| To Holders of 
Victory Notes 


E have prepared 
W a memorandum 
discussing the 
significance of chang- 
ing credit conditions 
to holders of U. S. 
Victory notes, and 
setting forth con- 
cretely how this new 
situation can be util- 
ized to their benefit. 
This memorandum should 
be found of distinct practi- 
cal value and will be gladly 


mailed upon request for 
M. W. 16. 


NEWBURGER 
HENDERSON 
é& LOEB 


Members New York and Philadelphia 
Stock Exchange 
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been moving surprisingly well and busi- 
ness is brisk enough to keep some of the 
mills engaged at capacity for two or three 
months. The ending of the clothing strike 
in New York, with the laurels of the bat- 
tle going to the workers, is a feature. 
The direct result will be to force New 
York manufacturers into the market for 
goods which they need. The potential 
buying power of this group of manufac- 
turers is very large and their combined 
buying should exert a very considerable 
effect on the market. 

The feature of the raw wool situation 
is the passage of the Emergency Tariff 
bill with its measure protecting home- 
grown clothing wools. (Lower grade 
wools are not covered by this measure.) 
It is to be doubted that the provisions of 
this measure will have the effect intended, 
certainly with regard to wool. Stocks 
throughout the world are very large, at 
the same time that purchasing power has 
declined. It is inevitable that prices shall 
seek a level proportionate to the general 
level of commodities, as a whole. While 
raw wool has had a wide decline since 
last year, in proportion to other liquidated 
commodities, it is still high. It is difficult 
to see how the Emergency Tariff can cure 
such a situation. 

Silks are moving well and have been 
fairly strong for a considerable period. 
Purchase of raw silk is on the up-swing 
and prices show a little firming-up. There 
has been so far little disposition to place 
silk values on a radically higher basis and 
this accounts for the success of this branch 
of the textile industry. Prices, both 
wholesale and retail, are fairly reasonable 
and this factor has had a good effect. The 
industry has long since turned the corner 
and now seems on a well-established basis 
of close to normal activity. 
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Situation Still Unfavorable 


HE steel situation shows no improve- 
ment. Conditions are still dull; pro- 
duction is rather below that of a few 
weeks ago, with regard to the national 
output, and new buying is not impressive. 
The tendency among producers is to rest 
on their oars and wait for better condi- 
tions which are generally expected to ma- 
terialize beginning next Autumn. 

One of the outstanding features of the 
present situation is that the weaker in- 
terests are commencing to show the effects 
of the wear and tear of the past few 
months. Some of these concerns—mostly 
developed as war-products—are quietly 
liquidating and going out of business. 
This is the natural result of a situation 
in which only companies with abundant 
cash and a recognized standing in the 
steel trade can hope to survive. It is 
generally felt that concerns that can hold 
themselves up above the water during 
the next half year or so will finally profit 
from the present situation, as it will leave 
them with a less impeded field than is the 
case at present. 

The tendency among mill managements 
is to pare expenses radically. All efforts 
are concentrated on economy of operation. 
Wages and overhead expenses are being 


of Buying 


You—with small capi- 
tal may not realize 


what an opportunity 
Odd Lots offer. 


You envy the man who 
has capital or credit 
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securities. In Odd Lots 
you have the same op- 
portunity. Let us tell 
you all about it. 
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HE time is fast 
approaching 
when the percent- 
age of return ‘on 
all sound invest- 
ments will be less 
than it now is. 


We shall be glad 
to submit a care- 
fully selected list 
of securities yield- 
ing over 8% year- 
ly. 


Request MW-11. 
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cut and in other ways production costs 
are being cut to the bone so as to permit 
operation without a loss. At present there 


are few steel companies that can be said 


to be operating at a profit. 

The general public is still suffering from 
a lack of confidence in steel prices. The 
prevalent opinion is that steel prices will 
decline further, and accordingly this has 
a tendency to limit buying. A certain 
amount of business, of course, is being 
done but this is for urgent demand that 
cannot wait. In instances where pur- 
chases can be deferred, consumers are 
holding off in anticipation of lower prices. 

There are practically no steel lines to- 
day that are moving in satisfactory 
amounts. All classes of steel customers 
are holding off. Structural steel is quiet 
and the automobile manufacturing indus- 
try is on the verge of a slump that may 
carry over until the end of the year. The 
railroads, of course, are doing compara- 
tively little buying and will not imcrease 
purchases until their own affairs are in 
better shape than at present. Hardware 
and machinery lines are quiet and this has 
an effect on steel purchases from these 
sources. 

Pig iron is distinctly weak and there 
have been instances of price cuts below 
the nominal basis. Production is even 
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lower than that of last month and more 
stacks are going out. As stated in these 
columns in a previous issue, the statistical 
position of pig iron is not unfavorable and 
with any important resumption of demand, 
consumers will find the market not too 
abundantly supplied. 

With regard to exports, the steel indus- 
try faces a very great disadvantage. An 
illustration may bring this out clearly: 
recently an English consumer desired a 
certain quantity of alloy steel. An Ameri- 
can firm put in a bid at about $57 a ton 
but a Belgian firm received the order with 
a bid equivalent to $28. This is a typical 
instance of the difficulties facing American 
interests in the steel export trade.- It is 
obvious that we cannot compete with Eu- 
ropean interests on the present basis. This 
applies more particularly to the European 
trade as our position in the oriental trade 
is more secure. 

Considering the unfavorable condition of 
our steel export trade and the unsatisfac- 
tory position of domestic trade, it is ap- 
parent that the steel industfy has no easy 
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road ahead of it. There are bound to be 
some striking changes. Already some of 
the weaker organizations are disappearing 


and the probabilities are that there will . 


be more of this before the end of the year. 
A genuine re-adjustment faces the steel 
and iron industry which may continue 
over into next year. 
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Remarkable Rise in Prices 


SINCE the last review, a great change 

has taken place in the grain markets. 
Prices have advanced almost without a 
halt for the past month up to the present 
time of writing. On April 16, cash wheat 
reached the low point of about $1.25 a 
bushel; on June 1, it sold at about $1.70 
a bushel. The “future” markets advanced 
in about the same proportion. 

There were two factors principally re- 
sponsible for the rise. One was the ex- 
tensive short-interest built up, especially 
in May wheat, and the other, evidence to 
the effect that the next crop will be small- 
er than expected. Both influences, of 
course, exerted a very bullish effect on 
prices. At the same time, there was very 
strong buying from direct consumers, par- 
ticularly Europe. 

The statistical position of wheat—which, 
of course, is the all-important considera- 
tion, so far as the long swings of the 
market are concerned—is very much 
clouded. While the American crop may 
be somewhat smaller than that of last year, 
reports which are available indicate that 
the world crop will be approximately the 
same. If this should be the case, it would 
be impossible to hold wheat prices to the 
present level; there would inevitably be 
a decline. 

As compared with the general level of 
commodity prices, wheat is again selling 
out of line. There is no possibility of such 
a situation continuing indefinitely. Com- 
modity prices must go up, or wheat must 
come down again. The present situation 
does not afford much hope of a rise in 
commodity prices and consequently, it 
must so develop that wheat prices must 
again gradually descend to the —gen- 
eral average of prices. It is possible ,of 
course, owing to unexpectedly bad crops 
or other calamities, that prices may even 
go higher than the present level. This is 
something which cannot be foreseen. On 
the other hand, based on present knowl- 
edge of the statistical position, and the 
economic situation, at large, it appears 
that wheat prices are in a vulnerable posi- 
tion at this level and that they must in- 
evitably come down to a lower basis. 

Since the beginning of April, corn prices 
have advanced about 10 cents a bushel. 
This was mostly due to the effects of the 
rise in wheat values as there is nothing in 
the statistical position of corn to warrant 
such a rise. Corn will probably be as 
abundant this year as last. In some parts 
of the country, corn is being grown in 
place of other crops which are a drug on 
the market. In the South, for example, 
there has been quite a tendency to plant 
corn instead of cotton. Exports are not 
heavy though domestic cash demand is 
strong. However, there is so much of the 


old crop to be sold in addition to the on- 
coming crop, that it is difficult to see how 
corn prices can rise on the basis of its 
intrinsically weak statistical position. 
Some allowance must be made for the fact 
that corn will fluctuate sympathetically 
with wheat, but over a period of months 
this commodity should sell at materially 
lower levels. 
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Prices Decline Again 


UMEROUS'  dewnward price revi- 
sions in crude petroleum as a result 
of the falling off in demand and the heavy 
accumulation of refined and crude stocks 
have demoralized the market. The oil sit- 
uation seems to be getting progressively 
worse and there is little in sight to suggest 
an impending change for the better. 
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The most interesting phase of the situ- 
ation is the steady increase in crude oil 
production. Daily average output in the 
various fields indicate no cessation of oil 
production. In the face of the smaller 
demand, this has an unfavorable effect on 
prices. 

Refined products with the exception of 
gasolene are not moving easily. Prices 
show a downward trend. Kerosene is par- 
ticularly weak and the market for this 
commodity shows a steady falling off in 
activity. Gas and fuel oil are easy, with 
stocks of good-sized proportions. Bunker 
oil can be had below the nominal prices on 
firm bids. Gasolene, on the other hand, 
owing to the favorable season, is moving 
well although prices are being cut in vari- 
ous sections. There is little doubt that 
gasolene will be cut still further by the 
end of the motoring season. 

Lubricating oils are in poor demand. 
During April, shipments were 8,000,000 
gallons against 13,000,000 gallons last year. 
The situation with regard to this product 
is unfavorable on account of the lower 
domestic requirements occasioned by the 
fall in industrial activity. It hardly ap- 
pears likely that lubricating oils can im- 
prove within the near future as general 
conditions are not favorable. 
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One of the most unfavorable effects of 
the heavy rate of crude oil production is 
that it has a limiting effect on buying. 
Consumers always tend to withhold pur- 
chases when the rate of production is ex- 
cessive as compared with the immediate 
demand. It is to be doubted that there 
will be any heavy buying of oil products 
until crude oil production shows a mate- 
rial decrease, 

At the present level of crude oil prices, 
the less efficient producers are not making 
money and there is little doubt that some 
of the weaker concerns will face financial- 
ly stringent conditions before the year is 
out. Even the larger producers will ex- 
perience a falling-off in earnings. 

A factor which must be taken into con- 
sideration is that owing to the sharp de- 
cline in oil prices, inventories will have to 
be written down radically. Crude oil 
prices, on the average, are down about 
50%. When the various companies come 
to make up their balance sheets this drop 
in crude oil prices will show very clearly. 
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Conditions Very Dull 


HE crude rubber market is still in a 

state of coma. Buyers are showing 
practically no interest in this market with 
sellers indisposed to make concessions‘ be- 
low present prices. With plantation rub- 
ber down to 17% cents, this practically 
marks the lowest price in history for this 
commodity. Reclaimed rubber is positive- 
ly stagnant with no business going on, as 
it cannot compete with new material on 
the present basis of prices. 

The tire industry, while improved since 
the beginning of the year, is operating at 
only about 60% capacity. Recently, ow- 
ing to the slump in automobile production, 
there has been a tendency to curtail tire 
output. A considerable part of last year’s 
carry-over of 10,000,000 tires has been ab- 
sorbed but there still remains a large 
amount on hand. Until this amount is fur- 
ther reduced and until automobile manu- 
facture increases again, it is to be doubted 
that the average ratio of production of 
tires can get much above 45-50% for the 
year as a whole. 

Export demand for tires is not heavy. 
Both Europe and South America are hold- 
ing purchases down. Exports of tires in 
1920 were the smallest in a number of 
years and it is probable that this year’s 
results, in this respect, will be even more 
unfavorable. 

The market for mechanical rubber 
goods is dull. Buyers are interested in 
filling immediate needs and these are not 
large in the aggregate. The railroads are 
buying comparatively little: copper mining, 
smelting and steel interests are practically 
out of the market, and belting manufac: 
turers are operating at a small percentage 
of capacity. The building trades, how- 
ever, are buying rather heavily. 

Trade in rubberized clothing is a little 
better than that of the first few months of 
the year but nevertheless far below nor- 
mal. Prices have been cut rather exten- 
sively and there is keen competition among 
manufacturers. Rubber footwear, with the 
exception of sport shoes, is dormant with 
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A Passing Opportunity 


In the opinion of bankers and economists, both in 
Canada and the United States, the premium on U. S. 
funds in Canada, now about 12%, will not survive 
another two years. 


Shrewd American investors are now taking advantage 
of this 12% to pick up the best Canadian industrial and 
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DEGREES OF SAFETY 


7% is a good yield. On high-grade First Mort- 
gage Real Estate Gold Bonds, it is an exception- 
ally good yield. 

Some other securities carry a higher rate of inter- 
est, but it is invariably true that the higher the 
rate of interest, the greater the risk. Can you 
afford to speculate? 
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to call and see our new 
home, 
One Eleven 
North Dearborn Street 
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A MORTGAGE 
INVESTMENTS 


Turn to the Right! 


Do not turn to the left and 
invest your savings in specu- 
lative securities. Turn to the 
right and purchase Forman 
Farm Mortgage Investments 
netting 7 per cent. 





If you turn to the left and 
risk your savings in unsafe 
speculation, you may lose 
them. If you turn to the right 
and purchase Forman Farm 
Mortgage Investments, you 
will gain comfort and financial 
independence. 


Which shall it be? 


Write today for the Forman 
Guide to Safe Investments, show- 
ing how easy it is to save by our 
Partial Payment Plan. Ask for 
Publication M-1. 
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MARKET STATISTICS 


N. Y. Times 
N. Y. Times Dow, Jones Avgs. -~—50Stocks—~ 
40 Bonds 20 Indus. 20 Rails High Low Sales 

Monday, May 23........ 69.61 75.86 71.83 69.61 68.45 657,500 
Tuesday, May 24........ 69.41 74.43 71.26 69.27 67.73 779,942 
Wednesday, May 25..... 69.31 74.26 71.45 68.56 67.23 807,000 
Thursday, May 26 ...... 69.33 74.81 72.38 69.30 68.26 539,305 
OS Si SS PPRRTe 69.33 74.31 71.98 69.98 67.89 519,325 
Saturday, May 28....... HOLIDAY 

Monday, May 30........ HOLIDAY 

Tuesday, May 31........ 69.32 73.44 71.83 68.56 67.56 463,950 
Wednesday, June 1...... 69.10 73.51 71.89 68.21 67.13 569,260 
Thursday, June 2....... 69.06 73.06 71.75 68.74 67.42 556,965 
i.) OS ae 68.99 72.37 71.87 68.02 66.85 639,537 
Saturday, June 4........ 68.96 72.55 72.38 67.96 67.10 335,550 








little business. being done. 

Tire prices have been reduced by the 
most important makers. The outstanding 
feature is the extreme competition which 
exists among the manufacturers. Sales 
expenses have gone up owing to this fac- 
tor. On the other hand, operating ex- 
penses are very much reduced on account 
of the lower prices for materials and labor. 
It is to be doubted, however, that the 
lower operating expenses have fully dis- 
counted the lower prices for tires. It 
seems improbable that any manufacturer is 
making very much more than running ex- 
penses and fixed charges. The outlook is 
certainly that of a period of small profits. 

A number of smaller companies have 
been forced out of business. The larger 
ones are doing fairly well but they are 
still burdened with excessive inventories. 
Owing to the comparatively poor state of 
demand, it is to be doubted whether these 
inventories can be moved much within a 
half year at the earliest. In the meantime, 
there will be losses owing to the lower 
market. The rubber and tire industry is 
still in process of adjustment and while 
some progress has been made along that 
direction, it is apparent that it will require 
a considerable period yet before all the 
major obstacles are removed. 
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Back to Prosperity 


JD URING the past two years, there has 
been a steady upward drift with re- 
gard to public utility earnings. Conditions 
have tended to favor these companies since 
1919 and the results are now becoming ap- 
parent. Two factors have exerted a fav- 
orable influence on the public utility situ- 
ation as a whole. One is the fact that 
rates, on the average, have been consider- 
ably increased. The other is that costs 
have declined. Of course, such a combi- 
nation is especially fortunate. 

Practically all commodities used by the 
various public utility organizations are 
selling at much lower levels than those 
which prevailed about a year ago. Among 
such are coal, oil, steel, copper and rubber. 
There also have been instances of reduc- 
tions in labor costs, although they are in 
a minority. On the other hand, it can be 
safely said that in the past year, the cost 
of labor has not advanced. 

While most of the public utility systems, 
especially gas and electric companies, have 
enjoyed extensive rate advances, it is to 


be doubted that the general level of rates 
will advance any further, although there 
may be a few increases in the case of in- 
dividual companies which thus far have 
not yet been permitted to charge a higher 
rate. Considering the lower operating 
costs, there is very much less of an ex- 
cuse to ask for higher rates, and, indeed, 
it is possible that in some instances these 
rates may be reduced either by compulsion 
on the part of the regulating bodies or 
voluntarily. Recently, the Consolidated 
Gas Company of New York lowered its 
gas rates on its own volition. -Other com- 
panies have already reduced rates and it is 
possible that if operating costs decline fur- 
ther, the general level of public utility 
rates, may be much lower a year from 
now. 

If operating costs settle down to,a lower 
level than the present, the public utilities 
will not need to fear from a reduction in 
rates. They will be able to report earn- 
ings quite as good as those of the present. 

In the meantime, most of the public 
utilities are rapidly getting back to their 
old-time prosperity. This intrinsically 
sound field has had a few years of ad- 
versity but the future holds out great 
promise for the more representative of 
these concerns. 


BUSINESS TO IMPROVE 


In a review of business conditions, the 
Cleveland Trust Co. says, in part: 

In every previous recovery from a de- 
pression or from a panic there has been.a 
period during which the financial skies 
cleared while business and _ industry 
seemed to be continuing into still stormier 
and more troubled times. 

We are at present in one of these pe- 
riods. The credit stringency has passed. 
Interest rates are falling, reserves are in- 
creasing, and security prices are rising. 
These signs are the forecasts of better 
conditions in commerce and in industry. 
They always have been in the past and 
there is every reason to believe that this 
is their significance now. 

It is well to remember that in the fall 
of 1919 and the early months of 1920 se- 
curity prices fell, bank rates rose, and 
there was an increasing credit stringency, 
while business and commerce went ahead 
at full speed. These were the warning 
signals of the business collapse that was 
coming some five or six months later. 
Now that the conditions in the financial 
world are steadily improving, it is fully 
to be expected that business and industrial 
conditions will improve also. 
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LUMBER INDUSTRY STABILIZING 
(Continued from page 159) 











grades, has been reduced about 40%, in 
some cases as much as 70%. The high 
grades of Western White Pine, on the 
other hand, have not fallen in price. They 
and White-Pine Lath are scarce and in 
good demand. The Hardwoods of the 
South there is very little demand for. 
We are running our mills full time in 
Louisiana and Virginia in hardwood but 
we are piling the lumber up and if market 
conditions do not improve we shall all be 
closed by November 1. 

Summing up, I do not see any future 
for at least another year; or until 
freight rates and railroad labor wage 
scales have been adjusted; this also 
applies to coal miners and building 
trades unions; also until European con- 
ditions have become stabilized. When 
these matters are put on a working 
basis, I believe the demand for lumber 
will increase and we will resume on a 
normal basis. 





“LABOR COSTS, INTEREST AND 
FREIGHT RATES HAMPER INDUS- 
TRY”—S. H. FULLERTON, PRES- 
IDENT, GULF LUMBER CO., 

ST. LOUIS. MO. 


The present condition of the lumber in- 
dustry is not at all satisfactory to the 
producer. Prices prevailing at the pres- 
ent time barely cover the cost production 
plus.a reasonable stumpage value, and 
leaves no margin of profit in the operation. 
The outlook for the future is not en- 
couraging unless there is a radical 
change in labor costs, interest rates, 
and freight charges on building ma- 
terial, which have increased 110% since 
1914. These are the items which are 
retarding building operations in prac- 
tically all sections of the United States, 
and while the need for increased hous- 
ing accommodations is extremely acute, 
the cost of building operations, on ac- 
count of the items I have mentioned, 
is so excessive as to deter capital from 
investing their money in building enter- 
prises. The lack of export demand on 
account of the prohibitive exchange 
rates and the unsettled situation in 
European countries is also an impor- 
tant factor. 

The production of lumber in the South 
is somewhere between 50 and 70% of 
normal, and the demand about equal to the 
production. 





ROUMANIAN OIL PRODUCTION 


The total production of petroleum in 
Roumania for the month of April is esti- 
mated to be 95,000 tons against 90,000 tons 
in March. 





Probably, if the etymologists and word 
searchers got busy on the derivation of 
the term “watered stock” they would find 
its source in the practice of a certain type 
of dairy farmer. The distinction being 
that milk, once watered, is spoiled forever. 
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Republic of France 
Internal Loans 


HESE loans constitute a direct  obli- 
gation of the French Government. 
Principal and interest payable in francs. 
Price upon application varying with rates 
of exchange. 


BROWN BROTHERS & CO. 


Established 1818 
_ 4th & Chestnut Sts. 60 State St. 
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NON-CALLABLE BONDS 


With continued improvement in credit condi- 
tions advantage will probably be taken of the 
callable privilege attached to many bonds now 
outstanding. 

Non-callable bonds purchased at present 
prices assures prevailing high rates until ma- 


turity. 

We have selected a list of such high grade is- 
sues which will be forwarded upon request for 
circular W-53. 


HORNBLOWER & WEEKS 


42 Broadway, New York City 


Boston Chicago Detroit 
Providence Portland 
Established 1888 
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immediately appreciate the saving of 100 
minutes a day by the introduction of an 
efficient method to promote the s 
and lessen the fatigue of their steno- 
graphic forces. 


The “Satellite” 


TYPEWRITER STAND 


—because it is adjustable as to height— 
thereby permitting a maximum amount 
of work with a minimum amount of 
effort—actually saves time. The “Satel- 
lite” is portable—rolls easily on heavy 
casters—is convenient, space saving and 
is out of the way when not in use. ade 
entirely of metal, it is practically in- 
destructible. Can’t get out of order. 












Write Dept. D. 


The “Satellite” is the most practical 
typewriter stand on the market. Over 
30,000 users endorse it. Sent to your 
address on approval. 
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PRICES 
REDUCED 


20% 


(EFFECTIVE NOW) 


KEYSTONE 


Cord Tires 
Fabric Tires 
Red Tubes 


Due to the enormous increase 
in the volume of our busi- 
ness, we are able to make this 
drastic reduction in prices on 
all KEYSTONE tires and 
tubes, still maintaining our 
established high quality. 

You can now save 20% on your 
purchase of KEYSTONE tires and 
tubes in all KEYSTONE stores 


and at our regularly appointed 
agencies and dealers. i” 


Keystone Tire & Rubber Co. 
Broadway and 6nd St, New York 

















ALCOHOL INDUSTRY 
‘(Continued 





FACES UNCERTAINTIES 
from page 175) 








It is not likely, however, that the com- 
pany’s earnings will revert to pre-war 
levels unless there is a severe and pro- 
longed industrial depression. For one 
thing, the company’s production costs have 
been reduced very materially. Prior to the 
war the company made a large percentage 
of its alcohol from grain, but today most 
of this alcohol is produced from molasses, 
a residuum of cane sugar, which insures 
a large supply at a very low cost. This 
molasses was long considered a waste 
product, and the sugar producers are only 
too glad to find that they can turn it into 
a source of revenue, The molasses is 
known as “Black Strap” and is obtained 
in large quantities from Cuba and Porto 
Rico. It is brought here in barges, steam 
lighters, and tank cars, and taken to the 
company’s large storage tanks which are 
located at deep water shipping ports. 

Industrial Alcohol owns a large molasses 
producing company and several steam 
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lighters and tankers. Greatly increased 
production has also resulted in a lower 
cost per gallon. 


Alcogas 

United States Industrial Alcohol has one 
anchor to windward in a product known 
as “alcogas.” This economical mixture 
was introduced as a motor-fuel substitute 
for gasoline. Because of its non-appear- 
ance on the market, a rather general be- 
lief has grown up that this product has 
proven a failure. Such is not the case. 
The company has not gone into alcogas 
production extensively simply because of 
the high price of ethyl alcohol. Profits 
have been so large from the sale of the 
alcohol in its original state that it would 
have been impractical to divert any of 
it for the manufacture of alcogas. If 
industrial alcohol should decline to a point 
where there would be little profit in its 
sale, attention would be turned to the pro- 
duction of this excellent substitute for 
gasolinie—providing, ‘of course, “the = price’ 


of gasoline had not sunk so low by then 
as to debar competition. Alcogas has been 
successfully tested on aeroplanes, has been 
found to possess even greater driving 
power than gasoline and to be a consider- 
ably cleaner commodity. 
Financial Position 

The Industrial Alcohol Co. is in an 
exceptionally strong financial position. 
On December 31, 1920, it had approxi- 
mately $4,750,000 in cash and Liberty 
Bonds; $3,500,000 in accounts and bills re- 
ceivable, and an inventory of $4,900,000, 
making a total of over $13,200,000 of cur- 
rent assets; against this there were ap- 
proximately $2,900,000 in accounts and 
notes payable; $600,000 in Federal taxes 
payable, and $105,000 in preferred divi- 
dends, or a total of $3,600,000 of current 
liabilities; thus leaving net working capi- 
tal of $9,600,000, equivalent to $40 a share 
on the common stock. The balance sheet 
shows the common stock to have a book 
value of $37,400,000 or over $155 a share. 
The company is free of any funded debt, 
and the total capitalization consists of $6,- 
000,000 of preferred and $24,000,000 of 
common, the latter having been increased 
from $12,000,000 in 1919. During the year 
1920, the funded debt of the company’s 
subsidiaries was reduced $705,000, leaving 
only $95,000 of the Purity Distilling Com- 
pany bonds outstanding. 


Conclusion 


This review of United States Industrial 
Alcohol leads to the conclusion that the 
company is in a position today to with- 
stand the current curtailment of business. 
The war period resulted in the piling up 
of enormous profits, of which only a com- 
paratively small percentage was paid out 
in dividends; and these profits will con- 
tinue to act as a backlog for some time 
to come. Furthermore, the company’s 
earnings since the war have been sufficient 
to substantially cover the 8% dividend on 
the common shares. 

What will happen to the company in 
the future, however, can only be described 
as exceedingly uncertain. Overshadow- 
ing all other factors is the Volstead Bill 
presented to Congress late last April and 
recorded as House Resolution 5033, This 
bill would compel the denaturing of all 
the ethyl alcohol manufactured by means 
of imposing a heavy tax on the sale of 
all alcohol in its original state; and if it 
became law its effect on the industry would 
be more than injurious. It would come 
very close to driving the manufacturing 
druggist and pharmaceutical trade out of 
the market, and thus materially curtail 
a very important outlet for the company’s 
products. 

German competition, already referred to 
briefly, cannot be measured accurately, 
of course, until it actually starts in. How- 
ever, experts here are not inclined to doubt 
that Germany, with her cheaper labor, the 
higher percentage of alcohol she can ex- 
tract from her specially cultivated potatoes, 
and a decided advantage in the shape of 
low exchange rates, will be easily able to 
undersell .the American producers, at 
least on the current price basis. 
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As a straw to show which way the 
wind is blowing, it may be noted that the 
market for alcohol here has recently been 
soft. Ethyl alcohol, which ranged be- 
tween $5 and $5.25 a gallon for some 
months, is now purchasable at $4.75; and 
denatured alcohol has declined from $1 a 
gallon to around 32c. 

The consolation lies in the trade belief 
that these prices are still well above the 
cost of production. 

U. S. Industrial Alcohol common stock 
cannot be considered other than a highly 
speculative stock, on which the continu- 
ance of the present dividend rate is highly 
improbable, and it is the writer’s belief 
that investors would do well to avoid con- 
sideration of even the preferred stock un- 
til there is some definite assurances of a 
secure future. 

Since writing this article the common 
stock of this company has declined ap- 
proximately 10 points, with very little 
support around the lower levels. The un- 
ertainties of the future, and the weakness 
of the industrial alcohol market have 
probably caused holders to liquidate their 
holdings. Then again, the continuance of 
the present dividend seems very improba- 
ble.—vol. 27, p. 621. 





THE WEAKLY (MARGIN) CALL 
(Continued from page 194) 











low; his pulse was fluttering and his nerve 
was wavering. That he was about to take 
the air was the majority opinion of the 
Street (Syracuse papers please copy). 


* ~ * 


_On Tuesday, the last day of May, the 
Seaboard National Bank moved into its 
new home, the building which the Down- 
town League awarded first prize as the 
finest building erected in New York in 
1920. 

When 1 went in to congratulate the 
officers I bumped into about a million 
dollars’ worth of roses, and a billion dol- 
lars’ worth of pride and satisfaction. And, 
after Alfred C. Bossom, the bank’s archi- 
tect, had shown me over the building, I 
had more than a faint suspicion that the 
first prize, the roses, the pride and the 
satisfaction were not misplaced. 

If I had any descriptive ability I should 
like to picture the entrance with Paul 
Revere, the first designer of paper money 
in this country, sculptured on the left; and 
Sergeant York, who Mr. Bossom claims 
captured single-handed 45,000 Germans, on 
the right; the different banking floors all 
flooded with daylight and minus any 
darkening partitions; the rubber floors re- 
sembling marble; the walnut woodwork; 
the great Terazzo columns; but, above all, 
I should like to describe the contented 
smile of S. G. Bayne, the bank’s president, 
as he surveys the completed work which 
was made possible only by his faith and 
works. 

But, as most of the Call’s readers visit 
New York when they need a real rest, 
they probably would rather see the Sea- 
board’s new home than read about it. And, 
when they see it, they will give thanks to 
the Gods of Architecture who inspired the 
builders to create a work in which beauty 
and utility unite and become one. 


for JUNE 11, 1921 





“*A& fool and his money 

are soon parted” 
must have been written 
by the man who bought 
an ordinary tire in the 
belief that it would prove 
equal to Kelly-Springfield. 
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100% 
increase 
in 10 years 


Standard securities are selling at 
the lowest average prices since 
1878. Every dollar soundly invested 
today should double itself in ten 
years or less through steady in- 
come and market appreciation. 













If your cash funds are limited, pur- 
chase four or five times the quan- 
tity you could buy outright, by 
taking advantage of our 


Partial Payment 
Plan 


The terms and conditions of- this 
plan are very flexible. Pay a small 
amount down and the balance in 
monthly installments covering six 
months to two years to suit your 
convenience. 
















This plan enables you to buy se- 
curities at today’s bargain prices, 
but pay for them out of your 
future income. A chance for 50% 
to 100% profit in addition to a very 
attractive yearly income. 









Ask for folder MW-33 


R.J. McClelland & Co. 


Investment Securities 


100 Broadway, New York 
Rector 060 







HOW TO INVEST 
YOUR SAVINGS 
FOR AN INCOME 


Every intelligent individual 
who lives within his income 
and is on his way towards 
amassing a tidy sum for inde- 
pendence in later years, is con- 
fronted with the problem of 
placing his funds in a safe 
place and earning an income 
thereon. 


OUR BOOKLET 
“Investing by Mail” 
TELLS HOW THIS IS DONE 


We s‘all be glad to mail 
you a copy on request. 








Members 
New York Stock Exchange 
New York City 











WILL PACIFIC OIL START DIVIDENDS? 
(Continued from page 188) 











Southern Pacific Co. owned land segre- 
gated within one of the naval reserves and 
absolutely withdrawn from operation ex- 
cept by a special dispensation from Wash- 
ington to avoid loss by drainage through 
wells drilled by other companies along the 
edge of the naval reserve. Standard Oil 
Co. (Cal.) owns a solid section that juts 
into the reserve, on which a number of 
gusher wells have been completed. To 
save loss by drainage of the Standard 
wells the Navy Department permitted the 
Pacific Oil Co. to drill offset wells on the 
three sections into which the Standard sec- 
tion juts, This work now comprises the 
bulk of the development work the Pacific 
company is doing, and it has secured satis- 
factory production, perhaps a total flush 
output of approximately 15,000 barrels a 
day, with excellent prospect of consider- 
ably increasing it. 

Crude oil developed by the Pacific Oil 
Co. is run to the nearest refinery operated 
by the ‘Associated Oil Co. and credited to 
the Pacific at the regular market price, 
such fuel oil as the Southern Pacific en- 
gines take being credited to the Pacific 
company. Inasmuch as the Southern 
Pacific Co. uses more fuel oil than the 
Pacific Oil Co. and its subsidiaries are 
now producing, or are likely to produce, 
the Pacific Oil Co. has a firm market for 
its entire production to one purchaser, if 
it so elects, up to a maximum of 19,980,000 
barrels during the eighteen months ending 
June 20, 1922, and thereafter for twenty- 
five years 13,320,000 barrels each year. 
This contract makes provision for excess 
production and deficits by notification, each 
party to the contract having the usual 
options. Southern Pacific Railroad Co. 
stockholders own the large percentage of 
Pacific Oil Co. stock and quite naturally 
the family relations of the two companies 
will be amicable and mutually profitable. 


Studying the Future 

Horoscoping the Pacific Oil Co.’s pro- 
ductive and financial future is relieved of 
much of the conjecture and doubt sur- 
rounding new organizations wholly de- 
tached and starting with clean slates. 
The Associated Oil Co. and its subsid- 
iaries have been exploring and exploit- 
ing California’s petroleum territory and 
deposits for twenty years, and their 
records are a complete index to the 
possibilities, probabilities and demon- 
strations of the Pacific Oil Co. To the 
initiated there isn’t much left to conjec- 
ture in trying to arrive at its sources of 
income and probable net. The balance 
sheet of the Associated Oil Co. will be 
the balance sheet of the Pacific Oil Co. 
divided by .52% less than half, plus what- 
ever Pacific Oil adds to that quotient by 
its own development. In 1920, net earn- 
ings of all Southern Pacific oil properties, 
together with dividends received from As- 
sociated Oil, slightly exceeded $12,000,000, 
on the highest oil market ever known in 
California. With a drop of 25 cents a 
barrel just posted, and other drops almost 
sure to follow, the total cash received 
from crude oil production in 1921 will be 
less than in 1920. An increased produc- 
tion on a falling market and too much 


crude oil offered is not probable. This 
depressing angle is mitigated by the fact 
that all of the Southern Pacific oil prop- 
erties are not likely to produce more than 
the railroad will consume, giving the Pa- 
cific Oil Co. and its subsidiaries a monopo- 
listic advantage over its outside competi- 
tors and pretty fully insuring 100% de- 
liveries at a less price. That, it must be 
admitted, is an advantage that Pacific Oil 
shareholders take comfort with. Whether 
it will show in dividends cannot, at this 
writing, be safely foretold. 

The appreciation from $15 a share to 
$37 is very comforting to the speculative 
buyer and reasonably so to the investor. 
A potential value of $500,000,000 has been 
placed on Pacific Oil Co. holdings. This 
figure has been arrived at by taking the 
average of approximately 13,000 barrels 
per acre of developed oil territory in Cali- 
fornia since the state became a producer 
and multiplying this by the 25,000 acres 
of proved acreage, or 340,000,000 barrels 
at $1.50 per barrel. There are several con- 
tingencies that may be applied to the prob- 
lem, the first one happening to be the de- 
cline below the $1.50 price mark almost 
before the first million barrels reached the 
surface, with indications that $1.25 or 
lower will soon be reached. It is prob- 
lematical about the saturated sands yield- 
ing as much in the future as they have in 
the past, from the 25,000 acres involved. 
The dividend, if and when declared, will 
probably not be less than 6%, as approxi- 
mately that rate is now in the offing. If 
any oil company in California can afford 
6% annual disbursements Pacific Oil can 
afford it because so comfortably situated. 
Standard Oil Co. of California has been 
paying more than that for a long time 
on a much lower market. If the po- 
tential values and earnings of Pacific 
Oil are rated as no greater than those 
of Standard Oil Co. (Cal.)—and by and 
large they are no greater—Pacific Oil 
Co. shares are a good investment. 


The Bookkeeping Exhibit 


Pacific Oil Co.’s first statement, for the 
first quarter, January to March 31, shows 
gross earnings of $10,591,843, and after 
reserve, depreciation and depletion, ex- 
cluding Federal taxes and income from 
Associated Oil Co., net profits of $5,608,310 
and surplus of $4,945,477. Beginning with 
the $8,750,000 itemized as working capital, 
this is the entire financial fabric of the 
new company definitely set down in the 
ledger. Pacific Oil’s half of the Asso- 
ciated Oil Co.’s 6% annual dividend; 
blended with its own earnings, indicate 
that the 1921 net income of approximately 
$14,000,000 equals $4 a share of Pacific 
Oil’s 3,500,000 outstanding share capital. 
Having in mind the conservative disburse- 
ments over a period of years by the South- 
ern Pacific’s Associated Oil Co.—the prece- 
dent by which Pacific Oil is to be most 
certainly analyzed—an annual dividend of 
4% to 6% is indicated, if and when au- 
thorized. The advance from a $25 quota- 
tion to $37 has been explained as having 
been in anticipation of a dividend disburse- 
ment. Amalgamated Oil Co., a subsidiary 
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Interborough Rapid Transit Co. 

~ Manhattan Railways Co. 
Third Ave. Railways Co. 
New York Railways Co. 











An impartial and unified 
brochure on Interboro and 
the related companies, 
covering fully such im- 
portant angles as financial 
condition, powers of the 
new Transit Commission 
and estimated earnings un- 
der an increased fare. Valu- 
able to all stockholders in 
the above companies. 
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The Test Is in the Record 
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Tulsa, Oklahoma 


has paid | % per month on its 
Preferred Stock for 53 con- 
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Production is proved and 
steady 
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of Associated, has paid as high as 10% 
dividends. 

As of June 30, 1920, the balance sheet 
of Associated Oil Co. and its subsidiaries 
showed total assets of $93,637,030.47 and 
total corporate surplus of $15,224,833.64. 
Operating revenues were $23,344,039.96, 
operating expenses and taxes were $17,- 
329,563.71, leaving a gross operating in- 
come of $6,265,133.15. Pacific Oil Co. has 
fallen heir to half of what these totals 
represent, and that is all that the new 
company has to show to date. Anything 
beyond this history lies in the future, which, 
however, is fairly deducible from past per- 
formances that have always ran true to 
form. 

Pacific Oil Co. is exclusively engaged in 
the production of crude petroleum in the 
state of California and its own balance 
sheet is as simple as can be, with not even 
an entry prior to 1921. Operations of the 
various corporations Pacific Oil has hired 
are complex ; not even Standard Oil, great- 
est petroleum aggregation of the world, 
receives its income from as many sources 
as does Associated Oil Co. While pri- 
marily based in oil, many contributing 
factors, including the personal equation 
of the individualistic petroleum industry, 
join in establishing causes the effects of 
which influence the results of 50% of 
Pacific Oil’s annual activities. When the 
bookkeepers get through with the figures 
for 1921 and the board of directors passes 
it on to the shareholders we will know 
more about the Pacific Oil Co. 

In conclusion, a conservative summing 
up indicates a prosperous future.—vol. 
27, p. 648. 





BRINGING WALL STREET TO THE 
PEOPLE 
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does believe but is hampered by rules 
which preclude real advertising—appeals 
by pictures and slogans to the average 
prospect. 

Have you ever seen an ad, of a Stock 
Exchange firm which created in you a 
bank-roll-loosening desire to buy some- 
thing of which you never before had 
heard? 

You see, old top, one rather has one’s 
doubts about the desirability and the 
ethical propriety of making strong appeals 
to those whom one might consider taking 
on_as one’s clients, if you get what one 
means. 

They have read Emerson and like to kid 
themselves into believing that a grateful 
people will wear a path to the door of 
the man who makes a better mouse-trap. 
Maybe a grateful people several decades 
ago in the suburbs up the Hudson acted 
that way, but now-a-days they don’t. No 
sir and ma’'am, most emphatically they 
don’t. They all beat a trail to the door of 
the bright genius who tells the world all 
about himself and his wares, or to the 
playground of the athlete who has his 
picture every day in the papers because 
he knocks the most home-runs. 

Nobody knows this better than the 
bucket-shop boys and the mist-o’-the-morn 
promoters. They are psychologists of no 
mean order and know their “grateful 

people” frontwards and backwards; they 
have studied the animal in its winter and 
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6% immediate return, 612% 
yield to maturity, your 
money doubled 


This unusual combination is the 
result of present conditions which 
should be taken immediate ad- 
vantage of. 


Full particulars upon re- 
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Opportunities 
in Canada 


Canada, with splendid un- 
developed resources, is giv- 
ing birth to basic industries 
that will one day rank wth 
the greatest on this conti- 
nent. 


The resources are there; the 
skilled management is there; 
the demand is there — the 
present need is capital. 


There is no field so full of 
opportunities for the in- 
vestor. The premium on 
United States money makes 
it an especially attractive 
one for the United States 
investor. 


Allow us to tell you something about the 
Canadian Investment Field, without obli- 
gation to you. 


Graham Sansons (a 
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Plain Facts 
on the Rails 


The Rails being a vital 
part of our national fabric, 
they cannot be allowed to 
operate indefinitely with- 
out profit, The turning 
point appears at hand. 
When the Rails are al- 
lowed to earn profits the 
prices of their securities 
will go higher. Keep 
posted on these condi- 
tions through our 


Monthly Railroad 
Bulletin 


which is sent free on re- 
quest. 








We are fully equipped to 
execute your orders in Odd 
Lots or Full Lots of listed 
or recognized securities. 
We will carry your ac- 
count on our Partial Pay- 
ment Plan or on Conserva- 
tive Margin. 


Write for particulars 


James M. Leopold & Co. 


Members New York Stock Exchange 
7 Wall Street New York 
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summer habitat; they have marked its 
goings-in and its comings-out, and they 
bring home the furs—half a billion of dol- 
lars worth every year. 

And not one of these fur-collectors is 
too proud to advertise. 

For the past year, visiting around the 
Street, I have seldom been out of ear- 
shot of the dolorous chant, “The public 
got stung on Liberty Bonds and became 
soured on all investments.” Drivel! Yet 
I have heard it a hundred times. And 
the firms who chant most sonorously and 
dolorously are the ones who brag the 
loudest that they don’t advertise. They 
kick about poor business and use adver- 
tising methods which would cause the 
starvation of most manufacturers and 
merchants. - 

“Too proud to advertise” sounds too 
much like “Too proud to fight.” Both 
expressions originated in minds that had 
dwelt too long upon their own importance. 
The former principle allows the class of 
broker, which the Exchange justly exe- 
crates, to gather in the sheaves just as 
the latter tangled thought allowed the 
world’s common enemy to despoil the 


Often it is said that the country could 
not prosper; civilization could not endure 
without a market place for the securities 
of the country’s enterprises. This is true 
beyond much argument, but it is also true 
that no stock exchange can endure and 
prosper without the good will and co-ope- 
ration of the public. 

Today many of the clearest-visioned 
minds on the Street see it is imperative 
that the average person throughout the 
country be given a clear understanding of 
the New York Exchange’s functions, its 
ideals, and its indispensableness. 

Several years ago the editor of THE 
MAGAZANE OF WALL Street realized that a 
large percentage of the people throughout 
the country who should be investors, 
which is almost equivalent to saying cus- 
tomers of the Stock Exchange, were being 
taught by a certain class of newspapers 
and magazines to look upon Wall Street— 
and to most people the Exchange is Wall 
Street—as a pestilence that walketh, and 
worketh, in darkness. 

Almost alone Tht Macazine has fought 
such _ confidence-destroying propaganda, 
and, by advertisements and articles ex- 





according to the fortunes of the companies. 


the care and the discrimination 


before they purchase them. 





REET BUG-A- BOO. 


However, just as the storekeeper 
goods by all the arts in his power to make them attractive, so with the merchants selling securities. 

Whether you buy a successful security, the one that will enhance in value will depend upon 
that you show in making your selection. 
first be based on knowledge of how to analyze u security and, second, on the facts concesning the 
particular investment which you are interested in. 


SHOWS YOU HOW TO JUDGE SECURITY VALUES 
The business of “The Magazine of Wall Street” is to watch developments in industries and 


their securities. All important facts upon which dividends and future prospects of companies de- 
pend are condensed for its readers so that they can jydge for themselves the value of the securities 


Why is the average man 
afraid of Wall Street? 
Because he doesn’t know 
what Wall Street is. 


watt : Street is the market place for your 
securities, now the money center of the 
werld. It is here where the business man 
can borrow mcney to build up his business. 
Here is the process:—Business seeks to 
cxpand,—a man of vision and daring and 
cnergy—tke American Business Man—to 
carry out his plans needs money. He comes 
to the big bankers with his proposition, and 
if it has merit and possibilities he gets the 
money. The same plan holds good if a man 
owns a mine or oil well, and these bankers 
can not continually loan money without re- 
plenishing their funds—therefore, they issue 
securities and the public buys them. 
The values of the securities rise or decline 
displays his 


Your judgment must 








ANOTHER SPECIMEN 
The above is a part of a full-page advertisement published by The Magazine 


of Wall Street. 


nations whose interests were identical with 
our own. 


What Might Be Accomplished 


Advertising is probably not the panacea 
for all business ills and pains, but, were 
the New York Stock Exchange to appro- 
priate a sum commensurate with the busi- 
ness transacted on its floor, and were each 
member to set aside for advertising a cer- 
tain percentage of its gross profits, there 
would be less occasion for talk of hard 
times and bucket-shops and criminal pro- 
moters. 


A builder of good-will, 


plaining the workings and the absolute 
necessity of the great central exchange 
where securities may be marketed, has 
sought with a great measure of success 
to instill confidence in Wall Street institu- 
tions in the minds of the small as well as 
the large investor. 

The editor tells me he has no reason to 
feel discouraged, that he intends to in- 
tensify his efforts; but it does seem some- 
times as if a great big healthy specimen 
like the New York Stock Exchange 
might advantageously do a little more of 
its own fighting. 
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New Issue 


$15,000,000 


UNITED DRUG COMPANY 
8% Twenty-Year Convertible Gold Bonds 


Dated June 15, 1921 Due June 15, 1941 
Interest payable June and December 15. Principal and interest payable in United States gold coin at The 
Chase National Bank, New York. Coupon Bonds in denominations of $100, $500 and $1,000, which may be 
registered as to principal. Registered bonds in denominations of $5,000 and multiples thereof. Registered 
and coupon bonds to be interchangeable. Redeemable at 115 and accrued interest at the option of the Com- 
pany as a whole but not in part, upon sixty days’ notice. 


Interest payable without deduction for normal Federal Income Tax not in excess of 2% 
THE CHASE NATIONAL BANK OF THE CITY OF NEW YORK, TRUSTEE 


Convertible at the holder’s option on any interest date prior to June 15, 1931, into common stock of the 
Company at $110 a share, which stock, under the present laws, will be exempt from taxation in the State 
of Massachusetts. 


Further information in regard to this issue is given in a letter of Mr. L. K. Liggett, President of the United Drug 
Company, from which we summarize as follows, and which we shall be glad to send on request: 

















Business: The business was originated in 1902 by forty (40) retail druggists, to manufacture and distribute, 
under controlled trade-marks, medicinal preparations and other articles usually sold in drug stores. They 
named their stores “The Rexall Stores.” The present Corporation, incorporated in 1916, now has 
approximately eight thousand (8,000) stockholder agents (Rexall Stores) in the United States, and it 
owns, through subsidiaries, 227 Liggett Drug Stores. The combined sales of the Company and its sub- 
sidiaries for the year 1920 were 68,428,179.42. 

Purpose of Issue: The Company has now outstanding and maturing on June 15, $7,091,000 of Notes which 
are convertible into 5% Year 8% Notes maturing June 15, 1926. The proceeds of the present issue, 
together with available cash and the liquidation of the inventory, which has already taken place, will 
enable the Company to provide for the payment of such of the Notes due June 15th as are not converted, 
and for the payment of the present outstanding bank loans and other notes as they mature. 

The total authorized issue is $15,000,000, but. will be proportionately reduced by any 5% Year Notes 

taken by the present holders of the notes maturing June 15th. 

Earnings: Since the Company’s incorporation in 1916, the net earnings of itself and its subsidiaries after pay- 
ment of all taxes, interest due by subsidiaries, dividends on outstanding preferred stocks of subsidiaries, 
and after deducting all charge-offs, have exceeded the amount of this bond issue. For the past three 

ears the net earnings have averaged before taxes $4,800,125, or more than four times the amount of 
interest requirement of this issue and after taxes $3,894,630; or more than three and one-quarter times. 

Sinking Fund: The Company shall annually pay to The Chase National Bank of the City of New York, as 
Trustee under the Indenture securing the convertible bonds, an amount equal to 5% of the largest 
amount of the convertible bonds of this issue at any time issued. The Trustee shall apply the money so 
paid to it for the purchase in the open market of the convertible bonds at or below 115 and interest. 
Any money not so used shall be invested in securities legal for Savings Banks in Massachusetts or New 
York until such time as the bonds can be purchased at or below 115. 

Security: The convertible bonds will be a direct obligation of the United Drug Company, and together with 
the 5% Year Notes will constitute the sole funded debt of the Company and its subsidiaries, with the 
exception of certain real estate mortgages aggregating $1,022,840. 

The Indenture under which the bonds will be issued will provide that: 

1. So long as any bonds of this issue are outstanding none of the assets of the United Drug Company 

or of its subsidiaries (other than the real estate now mortgaged as above stated) shall be mort- 
gaged or pledged, unless the present issue of bonds are equally secured, with the other obligations 
covered by such mortgage or pledge; provided that the Company and its subsidiaries shall have the 
right to purchase additional property subject to existing mortgages or any mortgage or pledge 
any property hereafter acquired other than its quick assets. 
The Company agrees that the ratio of quick assets to quick liabilities as described in this Indenture 
(and including the present issue of bonds and the 5%4 Year Notes) of the Company and its subsid- 
iaries shall be maintained at at least 125%. In case such ratio is not maintained, no dividends shall 
be paid on the common stock of the Company until it is restored. 

Equity: The present market value of the preferred and common stocks of the United Drug Company out- 
standing indicates an equity of approximately $45,000,000 for these convertible bonds. 

Application will be made to list these bonds on the New York and Boston Stock Exchanges. 


We Recommend These Bonds for Investment 
Price 100 and accrued interest, yielding 8% 
Subject to the approval of all details by counsel, Messrs. Gaston, Snow, Saltonstall & Hunt, of Boston, and when, as and if 


issued and received by us. It is expected that Interim Receipts, exchangeable for Definitive Bonds when ared, will be 
ready for delivery on or about June 15, 1921. “ — ™ 


F. S. Moserey & Co. Bankers TRust Company 
Boston New York New York 


Kipper, Peasopy & Co. 
Boston New York 


The information and statistics contained in this advertisement have been obtained from sources that 
we deem reliable, and while not guaranted, are accepted by us as correct 






































The Net Result Counts 


It is impossible for anyone to be always right 
in forecasts of the future prices of securities. 

However, by our careful research and anal- 
ysis, which includes a thorough appraisement 
of all available factors in regard to a security, 
we can and do arrive at a conclusion that has 
a more logical basis than it is possible to obtain 
otherwise. 

By the process of elimination of stocks with 
undesirable factors and prospects, we are able to 
select those securities whose future is brightest. 

With intrinsic value thus confirmed by the 
judgment of experts, we next consider the 
fundamentals. 

Then, before the recommendation is made 
to our subscribers, the technical position of the 
individual stock under consideration is thor- 
oughly examined and it must be found favor- 
able before that stock is advised as a purchase. 

It is by this process that we eliminate the 
element of guess work in our advices of 
securities to be purchased as contained in our 
weekly Investment and Business Service. 

Every investor needs some advisory service. 
No service can be 100% perfect, but we main- 
tain that our advices reach a degree of accuracy 
practically impossible for any individual in- 
vestor to attain. 

A trial subscription to our Investment and 
Business Service, which is published every 
Thursday, costs only $30 for three months, or 
$2 per week. 

Now with the reaction in the stock market 
practically running its course, it is the oppor- 
tune time to start your subscription that will 
enable us to convince you of our merit. 

Wire us collect that you are remitting the 
trial service fee ($30), and our first advices 
will be sent you at once. 
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been carried in our favor on open ac- 
count through credits extended by our 
producers and merchants is being cut 
down is beneficial and lays a founda- 
tion for the resumption of trade on a 
sound footing. There is in the long 
range point of view a better prospect 
for the restoration of foreign trade on 
an effective basis than ever before— 
assuming, of course, that we are will- 
ing to abandon the policies which have 
been retarding progress and to adapt 
ourselves to the situation. 


General Outlook 


The general outlook is from all stand- 
points improving even though slowly. 
Liquidation is more complete in manu- 
facturing and industry generally than 
at any time heretofore. Agriculturally, 
conditions are improved. Production 
costs are far more nearly normal than 
for a great while past. “Prices are in 
most branches settling down at more 
equitable levels. In grain these levels 
have already been reached. Cotton is 
still depressed but this is on account 
of the peculiar export situation of the 
staple. Diversification of crops is much 
more complete and more thorough than 
heretofore. Banking is in a stronger 
position than at any time for a good 
while, both so far as concerns the situ- 
ation of the reserve banks and as re- 
gards that of member or commercial 
institutions. There is a substantially 
well sustained demand for goods and 
a good volume of trade. Production 
and unemployment are depressed in 
some lines but the critical phases of 
the situation center around foreign 
trade and its financing. These markets 
are under consideration with a view 
to improvement. 
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Potash 


“It is generally believed that Germany 
enjoys practically a monopoly of potash 
production. As an example illustrating 
both the German inclination for contracts 
and the German determination to get the 
business of the United States, the German 
Potash Syndicate has offered potash to the 
American fertilizer industry on the fol- 
lowing terms: They will give to the 
fertilizer industry a bonus or rebate of 
45%, payable in potash, in return for a 
five-year contract covering 80% of the 
potash requirements of the fertilizer in- 
dustry. Furthermore, the Syndicate 
agrees to meet any price reductions 
here or elsewhere, or to release the 
American companies from the contract 
provision requiring them to buy 80% 
of their potash requirements. 


Inferior Quality of German Products 


“A gentleman whom I know very well 
told me that an American firm was figur- 
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ing with a certain Spanish corporation for 
the sale of locomotives. The only com- 
petitor was a German locomotive manufac- 
turing company. The American locomo- 
tives were acknowledged to be of superior 
grade and quality, but since the price of 
the German company was so much lower, 
the business was placed there. 

“Here is another instance: A New York 
merchant bought $4,500 worth of alumi- 
num ware from a German manufacturing 
concern and was unable to sell a dollar’s 
worth of it in this country because of the 
inferior quality and workmanship. 

Conflicting Reports 

“There are all kinds of reports,—au- 
thentic, and those other reports based on 
mere gossip or rumor. Today we get the 
news that Germany is flooding the world 
with her manufactured products, and to- 
morrow we read of her crippled condition 
and of her inability to get coal and iron. 
Her merchant fleet is known to have been 
woefully reduced, but still she does a 
world business. She is swamped in debt, 
and yet there is less want and less poverty 
there than in- most of the other countries 
of Europe. In a commerce report of May 
9 it is stated that there were 759 business 
failures during the first quarter of 1921, 
as compared with 242 for the correspond- 
ing period of 1920. It notes a decrease of 
exports,—that stocks are generally lower 
than last year,—that the market is over- 
stocked with export merchandise,—that 
export prices for iron and steel products 
are lower than for the corresponding 
period in April, owing to the fact that the 
restrictions relative to maximum domestic 
prices have been removed and export 
duties either reduced or abolished,—and 
that the agricultural industry is drawing 
labor from the manufactures. 

“In the face of these gloomy reports 
comes a news item that Krupps are 
employing 12,000 more workmen now 
than in the month immediately preced- 
ing the outbreak of the war, and that 
in addition to the casting and rolling 
operation formerly carried out, 73 dif- 
ferent kinds of machines are being pro- 
duced, and that the cast steel works 
have been enlarged from a pre-war 
area of 242 acres to 1,400 acres, and 
that the construction of railway ma- 
terial has reached record proportions. 

“As an example of German competition, 
reference may be had to an order for car 
wheels required by the Argentine Govern- 
ment Railways. Bids were made by five 
American firms, two English firms, and 
five German firms. Prices of the Ameri- 
cans ranged from $45.50 to $70.25 per 
wheel,—British, $118.60, or 21 pounds,— 
and German from $31.50 to $58.50. The 
Germon won out by $14 per wheel. This 
is only one instance, but a few days ago 
when all hands were bidding on an order 
for steel rails for Manchuria involving 
10,000 tons, Americans got the order. 

“It is reported that 457 new corpora- 
tions were organized in Germany in 1920, 
with a total capital of 1,461,016,000 marks, 
and that 1,752 companies increased their 
capital by 6,741,332,000 marks, making a 
total capital increase of 8,202,348,000 
marks. 

“In spite of all conversation, and not- 
withstanding all the adverse conditions, 
Germany has won foreign markets to an 
extent greater than ordinarily would be 
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possible. The German figures show a 
total trade of approximately 10,000,000,- 
000 marks per month during 1920, al- 
though the figures are misleading owing 
to the depreciated mark, of which the ex- 
change value ranges at about 1% cents 
U. S. currency, against a face value of 
23.8 cents prior to the war,—while the 
further fact that all merchandise handled 
in world trade is valued in the world’s 
markets at a much higher rate per unit of 
quantity than prior to the war, renders 
impossible an accurate estimate of the 
quantity of her goods entering or leaving 
the country. Our own figures show ex- 
ports to Germany in the year 1920 of 
$311,437,000 and the imports from Ger- 
many about $89,000,000. Surely this 
doesn’t show a state of affairs to get ex- 
cited about. 

“The foreign trade of Germany in 1920, 
in U. S. currency, was about $1,500,000,- 
000, against a total of about $5,000,000,000 
in 1913. Our trade with Germany in the 
year aggregated about $400,000,000. 


The Broader Viewpoint 


“The depreciation of the mark is a 
factor in the fear of the German industrial 
menace. Generally speaking, foreign mar- 
kets are necessary to our industrial pros- 
perity and should not be regarded merely 
as an outlet for our surplus goods. We 
must be liberal minded if we would trade 
with nations. It is regarded by many as 
unwise to close our ports to any country 
when that country, in retaliation, can close 
its ports to us, and this is particularly 
foolhardy when we export to that country 
many times more goods than we import 
from it. 

“Here is another answer to those who 
argue that Germany is an industrial men- 
ace to us. The following table shows 
Germany’s export figures for five years 
before the war: 


Re Gold Marks 6,858,693,000 
ELS rs “  7,644,198,000 
SEE: <belewe oa “9 “  8,224,398,000 
Bee " “ — 9,099,529,000 
co a ELE > “ 10,199,316,000 


“These figures represent the activity of 
over one-third of Germany’s population 
which subsisted on some phase of export 
trade. Moreover, these figures represent 
surplus production and, consequently, the 
country’s economic and industrial strength. 
Today, Germany’s export trade is esti- 
mated at barely 3,000,000,000 Paper 
Marks! 

“After all, Germany is showing energy. 
She knows how to conserve. She realizes 
the real meaning of work. She does not 
waste. 

“The Trans Atlantic Trade sums up the 
situation pretty well: ‘It is a question 
among students of political economy as to 
which is the real winner and loser at the 
end of a war, the nation compelled to pay 
the indemnity, or the one receiving it. 
The loser mobilizes for the purpose,—in- 
dustrial machinery must be set in motion, 
new plants constructed, and the founda- 
tion laid for a large export trade, for 
the indemnity calls for gold, which can 
only be obtained by converting the prod- 
ucts of labor into goods and selling them 
to foreign countries. In addition to this, 


new sources of production must be found. 
Payments to the winner begin. The loser, 
year after year, continues to pile up gold 
values in the treasury of the former, and 





year by year continues to increase domestic 
activity and foreign trade, for the loser 
will be anxious to free himself of debt 
and finally enjoy the profits of his labor 
himself. Assuming that that day comes, 
the loser will then begin to pile up wealth 
within his own country. Will the loser, 
then, find it necessary to discard the extra 
machinery used in paying off the debt, 
such as intensified industrial activity, for- 
eign customers and manifold sources of 
income? Certainly not. Whether the so- 
called winner maintains this title in a long 
run depends upon how he uses the money 
received throughout the debt-paying years. 
If he conceals it in his stocking and be- 
comes a money lender, the chances are 
that the tables will be turned when the 
loser has cancelled his debt and possesses 
an enormous domestic industrial activity 
and a flourishing export trade. Spain is 
suffering today from the effects of the 
wealth she received. from her gold mines 
in the Western Hemisphere. Commercial 
men see the comeback element in Ger- 
many’s paying, and want to get in on the 
business that will ensue.’” 
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pany of Passaic, which was the American 
pioneer in Eastern rubber plantation own- 
ership and whose estates are on the Island 
of Java. America’s total holdings are ap- 
proximately 159,000 acres, of which some 
46,000 acres are now bearing, as will ap- 
pear from the accompanying table. 
America’s cash investment in the above, 
$15,000,000 and 


to date, is between 


$16,000,000. 


The Rubber Manufacturers 

There are about 360 separate factories 
in the United States making rubber goods 
of one kind or another. These factories 
consume, each year, about three-quarters 
of the rubber produced in the world. Of 
these there are about eight of the largest 
whose affairs are well known and closely 
watched because their securities are ac- 
tively traded-in on the exchanges and are 
widely distributed among many holders. 
Nearly all of these, as well as many 
of the smaller ones have cut down their 
inventories and reduced their selling prices 
since the first of the year. The amicable 
settlement of the Goodyear difficulty 
without recourse to receivership has done 
much to remove the uncertainty and doubt 
as to the future and to place the industry 
on the right road to recovery. 

It is now generally conceded that 
basicly, most of the leading rubber manu- 
facturing companies are in a position, at 
least, to take care of themselves. They 
have put their houses in order and are 
ready for what comes, be it good or bad. 
No one who closely follows the market, 
however, can be very optimistic on the 
future of these companies and the best 
that can be said of them is that they 
can probably hold their own during. the 
period of depression in the manufacture 
of motor cars that promises to last for 
some time to come. 

In the rubber producing industry, on 
the other hand, a process of elimination 
seems inevitable. Veritable bargains are 
now to be had in Malaya where estates 
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are being abandoned and allowed to grow 
up into the jungle. But rubber trees do 
not deteriorate by being idle and before 
the present depression ends, be it next 
year or some later year, America is likely 
to increase her plantation holdings by 
picking up some of these bargains. It 
may be, also, that new uses for rubber 
will be discovered which will send prices 
up to the former levels. Recognizing this 
need, the Rubber Growers’ Association of 
London has offered a prize of £5,000 for 
the best ideas and suggestions for ex- 
tending the present uses or for encourag- 
ing new uses of rubber. 


What Rubber Has Done For Us 


It is hardly possible to over-estimate 
the value of the rubber industry in the 
economic development of the country. It 
is the plantation rubber of Malay, Ceylon, 
Borneo, Java and Sumatra that is responsi- 
ble for the phenomenal growth of Akron, 
that “Rubber Capital” of the United 
States, from an unimportant village of but 
about 42,000 people a few years ago, to a 
metropolis of nearly 200,000 today. It is 
plantation rubber that has brought Detroit 
up to nearly the million mark from a 
quarter of that figure twenty years ago. 
Henry Ford never could have “been” had 
it not been for rubber, and Flint, Jackson, 
Lansing, Pontiac and other Michigan 
cities owe much to rubber and the auto- 
mobile for these industries have placed 
them in a position on the commercial map 
they never could otherwise have occupied. 





FRANCE TODAY 
(Continued from page 155) 





ated for this purpose. The populations 
themselves have initiated a large move- 
ment, at the head of which is Senator 
Marquis de Lubersac and the Marquis de 
Polignac, to operate a federation of all 
co-operative associations of the cities and 
villages. 

France is thus helping herself, but she 
has the right to expect that those who 
have done wrong shall repair the wrong 
they have done, She expects Germany to 
pay the damages. France expects her 
friends to be on her side in that work of 
justice. She does not want to make money 
out of it; she wants only justice, and this 
question interests all nations, because, un- 
til justice is obtained, there can be no 
peace in the conscience of any civilized 
nation. 


Indemnity Payments 


Experts in France have estimated the 
amount of devastations at 200 billion francs. 
The Reparations Commission, established 
by the Treaty of Versailles, adopting, as a 
compromise suggested by the American 
representative, the rate of exchange of 
2.20 francs for the gold mark, has fixed 
the total debt of Germany at 132 billion 
gold marks, of which France has only to 
receive 52%, viz., 68 billion gold marks. 
This enormous reduction not only covers 
reparations for devastations; it covers also 
pensions to be paid by the French Govern- 
ment to the victims of the war or to their 
families. But pensions are a sacred debt 
which have to be paid in full, whatever 
may be the rate of exchange between franc 
and mark. The consequence is that, in 
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We have found that the best way to judge the future 
course of the market is by gauging the supply and de- 
mand for stocks. Certainly this is a far better guide for 
trading purposes than the news or the fundamentals 
which, in the last analysis, merely influence the transac- 
tions which take place in the market. 


In trading you don’t require a long list of stocks to select 
from. The Trend Letter Trading Service gives you the 
one or the few best, according to the position of the 
market at the time. 


Our private wires run direct from our office to the West- 
ern Union and Postal Telegraph Companies, and in many 
cases messages are sent by the operator in our office, 
directed to different cities, without any relay. 


There is no degree of regularity of our advices. We wire 
you when the opportunity appears. The telegrams read 
“buy” or “sell,” and the name of the stock, and very 
often give the approximate price at the time advices are 
sent, otherwise you are expected to buy or sell at the mar- 
ket price. Advices average from one to two messages 
per week. 


While we sometimes use what have heretofore been 
known as “stop orders” to limit the risk to a certain num- 
ber of points, we have an improved method which works 
out more satisfactorily in the long run. This will be ex- 
plained to you in our general instructions if you become 
one of our subscribers. 


We do not make a recommendation unless we see an 
opportunity to make two or three times the amount of 
the probable risk. If we risk a few points, it is with the 
expectation that there will be a profit of five or ten points. 
On one day alone, our subscribers closed out two transac- 
tions; one with a profit of 5% points in U. S. Industrial 
Alcohol, and the other with a profit of 3 points in Read- 
ing. Some of our subscribers trade in considerable 
amounts and on the profitable transactions secure much 
larger profits than the average. One subscriber recently 
said: “That was good information you sent me on Gen- 
eral Asphalt. I made $110,000 on it.” 


A trial subscription for a period of three months costs 
only $125, which is less than one point per month on a 
fifty share lot. 


Only a small amount of capital is required, as it is our 
endeavor to turn this over frequently. 


Is it not reasonable to assume that those who devote their 
entire time to a study of the subject should be able to 
secure better results than any other individuals, especially 
as the average business man is unable to study out these 
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case of a rise of the franc, an enormous 
burden: will fall on the French treasury; 
on the other hand, it was considered that 
a rise of the franc will benefit the owners 
of destroyed property on account of the 
increased purchasing power of the franc. 

Payments in goods have been accepted 
for the reconstruction of the Liberated 
Regions at the value of paper mark; since 
the arrangement of London, the French 
Government has requested the Reparations 
Commission, in conformity with the Treaty 
of Versailles, to secure delivery of goods 
on this basis. 

These are the general lines of the agree- 
ment signed in London on the 12th of the 
present month, By accepting such a com- 
promise, is not France giving the best ex- 
ample of disinterestedness? We are far 
from the “shilling for shilling’ promised 
to the victims of the war in 1918! 

The French nation accepts these new 
sacrifices with a remarkable spirit of self- 
possession. It might be feared that the 
present economic conditions might bring a 
cessation of work and social unrest. 
Events do not justify these pessimistic 
views. Never has the first day of May, 
which is the French Labor Day, been 
passed so quietly. 

To explain this quietness, it has to be 
remarked that France has lost nearly two 
million men during the war; that the 8- 
hour law is enforced, and that, in many 
factories, hours of labor have been re- 
duced so as to avoid dismissal of work- 
men. It seems that, among the French 
nation, which suffered so much, where the 
war has mixed all classes, where employ- 
ers and employees have fought side by 
side in the trenches, a new and more un- 
derstanding spirit of solidarity has been 
born between citizens. 

Moreover, the agricultural class, which 
is by far the most numerous among la- 
borers, has acquired a permanent pros- 
perity. 

To sum up, in consideration of the pa- 
tience displayed, of the results already ob- 
tained, and, in spite of the difficulties, 
which will only stimulate the courage of 
my people, I feel more confident than 
ever in their future, and I hope that our 
friends in America will, in time, come to 
share this feeling with me. 
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the same time the 434s rose to the high of 
the year. The explanation lies in the ex- 
pectation that the new Congress will 
shortly direct its attention to the matter 
of a downward revision of taxes as pro- 
posed by the Treasury Department. Such 
a revision will have as its main objective 
a lowering of surtax rates and conse- 
quently would affect most those bonds 
that are now tax exempt in that respect. 
The Liberty 3%s are free from all income 
taxes and naturally have been affected to 
the greatest degree. The bulk of these 
bonds is held by wealthy investors in large 
amounts and there is little doubt but that 
a number of these investors have realized 
the possibility of their being withdrawn 
from the tax-free list and that they have 
been disposing of their holdings. With 
corporation bonds now available on such 


an attractive yield basis and with every 
prospect of higher prices for such securi- 
ties, there seems good reason to believe 
that many exchanges of the 3% for cor- 
poration issues have been made, The 3%s 
have rather a long maturity and it is no 
doubt argued that there is no incentive to 
keep them over a period of years if their 
tax-free feature is to be eliminated. Rea- 
soning along some lines it seems logical 
also to assume that much of the rise in 
the 434s may have been brought about by 
switches into them from the 3%s. The 
turnover in these Victory 43s recently 
has been larger than that in any of the 
other Liberty issues. 


Dividend Cuts an Influence 


Announcements of the passing and the 
reductions of dividends by both railroad 
and industrial corporations have affected 
the corporation bond market to some ex- 
tent, but as a whole, prices of such se- 
curities have stood up pretty well, indicat- 
ing that the situation has largely been dis- 
counted. When the Pennsylvania divi- 
dend cut came along, it was realized that 
other railroads would probably follow 
suit, and that some roads might possibly 
suspend payments altogether for the time 
being; similarly with the industrial cor- 
porations. As a result, the market has 
fortified itself against future announce- 
ments of the kind and will be in a position 
to withstand the shock. Railroad and in- 
dustrial companies will still have several 
dividend problems to settle before the 
readjustment is accomplished, but in- 
vestors who have their eyes on the future 
need not be much concerned over these 
problems. They will be met satisfactorily 
and will be met in such a way as to reflect 
ultimately to the benefit of all security 
holders. With the average price of rail- 
road bonds now down some 20 points be- 
low that of January, 1917, and with the 
industrial average off about 13 points, in- 
vestors have much to look forward to. 
Dividend reductions and suspensions rep- 
resent past conditions. Security prices are 
governed by the outlook for the future. 


Chesapeake & Ohio Bonds 


The announcement of the postponement 
of the 2% semi-annual dividend payment 
by the Chesapeake and Ohio Railway was 
followed by a bad break in the company’s 
shares. The two convertible bond issues 
of the road were also affected by the de- 
ferred action and sympathized with the 
decline in the stock, The convertible 5s, 
in particular were heavily dealt in and 
approached dangerously near to their low 
point of the year, losing close to four 
points in the two days following the an- 
nouncement. In view of this development 
it is of interest at this time to comment in 
brief on the bond issues of this road, with 
particular reference to the convertible 
bonds. 

On December 31, 1920, Chesapeake had 
outstanding a total funded debt of $195,- 
885,000 as compared with a common stock 
issue of $62,792,600. While the ratio of 
bonds to stock is high, the company has no 
net floating debt and no nearby maturities 
with the exception of maturing serial 
equipment trust obligations. The road has 
four bond issues that are actively traded 
in on the exchange. These are, in the 
order of size, the general mortgage 414s, 
due in 1992; the convertible 5s, due in 
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GERMANY 


is again resuming a position that 
made her an international power in 
the trade world which is now being 
reflected in the value of German 


Marks. Foreign securities, especially 
German Bonds, have been steadily 
advancing in price during the past 

- few weeks. e are offering, sub 
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Bremen 44% Bonds 
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Can you reduce operating costs 
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SEND FOR BULLETIN 

We will mail to interested ex- 
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1946; the convertible 4%4s, due in 1930, 
and the first consolidated 5s, due in 1939. 
In point of security the latter bonds come 
ahead of the others. They are a first 
lien on 664 miles of road, being outstand- 
ing at the rate of about $44,000 a mile. 
In addition, they are a first collateral lien 
on the bridge across the Ohio River from 
Covington, Kentucky, to Cincinnati, Ohio. 
At present they are selling at about 93 
to yield 6.65%, although in the depressed 
bond market of 1920, they reached a low 
of 78. The bonds have always been well 
regarded by investors and are entitled to 
a good rating among railroad issues as is 
indicated by their yield. 

The general 4%s come next and are a 
much larger issue than the consolidated 
5s, They are a first lien on some 425 
miles but follow the consolidateds in be- 
ing a second lien on the 664 miles men- 
tioned above. Including prior liens, they 
are outstanding at the rate of about $6l,- 
500 per mile. Their present quotation is 
around 75 (a yield basis of 6.05%), which 
seems too low when consideration is given 
to their large equities in junior securities. 
In 1917 they sold as high as 94, although 
last year they got down below 70. 

The convertible 4%4s, due in 1930, are 
now convertible in name only, since this 
privilege expired in February of last year. 
Their attractiveness therefore lies not in 
the possibility of att appreciation in their 
price through a rise in the price of the 
stock, but in their security and in the 
earning power behind them. They are 
secured in effect by a blanket mortgage 
covering substantially the entire property, 
subject to underlying liens. At their pres- 
ent price of 75, they yield approximately 
8.80%. Last year they sold as low as 
66%, compared with a high of 86% in 
1917. In an improving bond market they 
should get well above 80. 

Of all the company’s bond issues, the 
convertible 5s appear to be the most 
attractive. They are secured by de- 
posit of $45,920,000 (114% of their par 
value) First Lien and Improvement 5s 
of the company, which in turn are a 
direct or collateral lien upon 2,114 miles 
of road. The bonds are now selling 
around 81 to yield about 6.48%. Un- 
til 1923 they are convertible into com- 
mon stock at $80 per share. In order 
to make the conversion privilege of. value 
at current prices for the bonds, the stock 
would have to sell at above 64. With the 
stock selling at its present price, the con- 
version feature does not, of course, appeal 
to investors. The point to be considered, 
however, is that the dividend on the shares 
may still be paid and if such is the case 
there should be a sharp rebound in the 
stock, with a corresponding rise in the 
price of the bonds. At their present fig- 
ure the yield is approximately 6.48%, 
which may be looked upon as an excellent 
return in view of the speculative pos- 
sibilities attached to the bonds. 

As to the future of the company, it. is 
only necessary to call attention to the re- 
cent statement of the president of the road 
that the “Directors are hopeful that with 
the revival of business, which is certain 
to come sooner or later, your property 
will again show satisfactory results.” Last 
year Chesapeake earned the equivalent of 
9.53% on the stock as compared with 
9.20% in 1919. Earnings since 1910 have 
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THE PRESENT STATUS 
of 
YOUR OIL SECURITIES 


As a result of the present 
readjustment in the petroleum 
industry the status of many 
companies is being changed. 
Now, more than ever before, 
it is essential that investors 
should obtain as much infor- 
mation as possible regarding 
developments affecting the 
companies in which they are 
interested. 


Our Statistical Department 
keeps in close touch with de- 
velopments in the petroleum 
industry and with the status 
of the various companies 
whose securities are actively 
dealt in. We are pleased to 
assist investors in connection 
with their oil securities and 
invite your inquiries. 


CARL H.PFORZHKEIMER & CO. 


Dealers in Standard Oil Securities 


25 Broad St. New York 
Phones: Broad 4860-1-2-3-4 
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alyzed in our current 


Weekly 
Financial Review 


Gratis on request for 
“M.W. 535” 
THOS: COWLEY & (0 


Stocks and Bonds 
New York 





averaged well above 8% on the common. 
The company’s physical and financial con- 
dition is good and every indication is that 
the road will come through the present 
depression without seriously affecting the 
value of either the bonds or stocks. The 
company’s dividend record in the past has 
been excellent and should there be a cut 
Or a suspension in the rate at this time, 
there is good reason to believe that it will 
be only a temporary expedient. 





UTILITIES FORGING AHEAD 


(Continued from page 191) 











as higher rates for service is concerned 
is a matter for conjecture. 

As in the case of the other utilities the 
gross has grown in the past few years, 
though not in the same proportion, dem- 
onstrating that the field for gas is not so 
wide or universal as that for electric 
power. Gross revenues increased from 
$4,629,689 in 1914 to $5,531,710 in 1919 
and to $6,533,607 in 1920, Net income 
after interest charges were $1,002,448 or 
8.20% on the common stock in 1914, 
whereas in 1919 it was only $266,724 or 
1.32% in 1919 and $262,027 or 1.28% in 
1920. The regular 7% dividend rate in 
effect since 1911 was discontinued in 1919 
in which year the stock broke from 83 
to 33, from which it subsequently reached 
57% in 1920 only to again fall to 37. 

Selling, at time of writing, around 52, 
the common stock gives no return on 
the outlay, and accordingly is not a 
stock for one who wants to speculate 
and at the same time receive an income 
from his money. If held for the long 
pull, it has possibilities, but the holder 
will probably have to be patient. Earn- 
ings should be stimulated by the falling 
operating costs, and it is probable that 
some relief will be afforded by the Pub- 
lic Service Commission, which will also 
increase net income. Nevertheless it 
will be some time before the common 
can pwr mey A be placed on its former 
7% dividend basis, and while it will not 
be necessary to wait until that time for 
appreciation in the stock, its intrinsic 
value on a lower dividend basis than 7% 
should not be much in excess of pre- 
vailing quotations.—vol. 27, p. 479. 


Commonwealth Power 


In the Commonwealth Power Railway 
& Light Co. we find a company covering 
the general utility field. It furnishes 
electric light and power to many cities 
and towns in Michigan, to Springfield, 
Ohio, and to a few towns in Indiana. 
Its subsidiaries operate street and inter- 
urban railways in Michigan, Indiana, 
Wisconsin and Illinois. Gas is furnished 
to towns in Michigan, Indiana, Kentucky 
and Illinois, a total of 980 miles of gas 
mains being operated. The annual pro- 
duction of coal from the company’s 
mines in West Virginia approximates 
over 200,000 tons, equivalent to about 
40% of the normal requirements of the 
company, 

Operating revenues in all departments 
showed a substantial increase within the 
past few years rising from $14,006,484 in 
1914 to $31,285,981 in 1920. Net operating 


revenue increased in the same period from 
$7,244,594 to $10,662,592, but charges, 
taxes and dividends on outstanding 
stocks of subsidiary companies left only 
$1,874,918 for the holding company in 
1920 compared with $2,243,734 in 1914. 
Holding company income from all sources 
in 1920 after payment of charges and 
preferred dividends were $797,738 or 
4.29% on the common stock. 

Since 1918 the 6% dividend has been 
paid in scrip, the earliest of which ma- 
tures in 1924. No dividends have been 
paid on the common since 1917 and the 
stock fell from 60% to 35% in that 
year, to 24 in 1918 to 17 in 1919, 
from which it rose to 45 and again 
declined to 10% in 1920. Although the 
company showed a deficit in 1918, in 1919 
the earnings were 7.22% and in 1920 were 
4.29% on the common, but the unfavor- 
able outlook aind financial position of 
the company made the passing of the 
dividend advisable. 


Fare Increases Received 


Recently the company has received sev- 
eral increases in car fares ranging from 
one to four cents, which should strengthen 
its earnings, as approximately 30% of 
its gross revenues is derived from street 
railways. Like the other companies it will 
benefit from falling prices but whether 
both of these forces will continue to put 
the company back on a dividend basis 
within the next two years is doubtful. 
Within the coming few years the com- 
pany has a good deal of maturing obliga- 
tions to meet, to care for which refund- 
ing arrangements will have to be made, 
and it is scarcely probable that dividends 
will be paid until this factor is out of the 
way. Meanwhile the preferred dividends 
and the retirement of outstanding scrip 
will be a sufficient strain on the com- 
pany’s cash resources. The common stock 
is low priced and should respond to an in- 
creasingly favorable earning record, even 
though it did not foreshadow immediate 
dividend developments.—vol. 28, p. 47. 


Brooklyn Edison Company 


Brooklyn Edison Company, which sup- 
plies practically all of the electric light- 
ing in Brooklyn has more than doubled 
its gross since 1914, the revenues grow- 
ing from $6,244,385 in that year to $13,- 
174,875 in 1920. .Its earnings did not in- 


crease proportionately, but considering | 


the circumstances held up well increasing 
from $1,444,833 (after interest charges) 
to $1,662,616. In each year since 1911 the 
company earned more than twice its in- 
terest charges and more than the 8% divi- 
dend on its common stock which it has 
paid without interruption since 1904. 
For the year 1920, the net income after 
charges was $1,662,616, equivalent to 
9.58% on the stock as against 8% paid. 
An increase of 15% in rates for electricity 
went into effect recently and was sus- 
tained in face of protests by the city au- 
thorities. It is therefore logical to ex- 
pect that the earnings for the present 
year will be better than in 1920, and leave 
a wider margin over dividend require- 
ments. In 1920 the common fell from 
9634 to 82 but at time of writing is sell- 
ing for 95, having recovered nearly all of 
its loss in the market break. At 95, the 
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stock gives an annual return of approxi- 
mately 8.4%, which is good for a stock 
whose dividend seems secure. The 
main reason for appreciation in the 
stock will be the declining yield for 
money apart from the sentimental 
effect of better earnings. Any increase 
in the dividend would lead to an outcry 
for reduction in rates, so that a higher 
basis is improbable. Pacific Gas & 
Electric, while not so seasoned, gives 
a greater return and has better profit- 
making possibilities——vol. 27, p. 334. 
Selecting Utility Securities 

The bonds of electric power companies 
are among the best investments of the 
present day, and should be bought in 
preference to other types of utilities. They 
have not yet fully discounted the improv- 
ing outlook and many of them may be 
picked up at attractive prices. Most of 
them are well secured with regard to as- 
sets while the great prospects in store for 
electric power expansion will continue to 
add to the margin of safety. In selecting 
this class of bond, however, it is well 
to remember that as in the case of every- 
thing else proper discrimination and judg- 
ment must be used. 

In considering public utility stocks, it 
is well to remember that most of them 
are selling at comparatively low prices 
because they reflect unfavorable condi- 
tions which prevailed in the industry. 
The situation is now improving and 
consequently the stocks will gradually 
respond to the better outlook. It should 
be borne in mind, however, that the 

ssibilities in public utility stocks are 
mited by public regulation and politics. 
When a stock of this class pays more 
than 8%, it is subjected to suspicion, 
hostility and adverse opinion, which ul- 
timately end in lower service charges or 
loss of earning power. Broadly speaking, 
the public utility stock paying 8%, is near 
the limit of its income paying probabilities 
unless it can issue a stock dividend with- 
out protest or opposition which is not 
very likely. But between their present 
stage and the possible one outlined, there 
are plenty of profit making opportunities. 











OUTLOOK FOR STEEL STOCKS 
(Continued from page 172) 











it is to be doubted that in the event of 
an unduly prolonged depression, the di- 
rectors will see fit to maintain the present 
rate.—vol. 28, p. 95. 

In the past six years, Republic Iron & 
Steel increased its working capital about 
$18,000,000, with an increase of $2,350,000 
in capital liabilities. This leaves a net 
increase of about $15,650,000. This com- 
pany, in the period 1914-1920, earned 
$126.44 a share and of this amount re- 
tained an added value of $102.75 a share. 
The company recently passed the common 
dividend, in line with its conservative 
policy. Republic is one of the most im- 
portant steel companies in the United 
States and has come to stay. Equities 
back of this stock amount to about $120 
a share. Republic is now selling at about 
57.—vol, 26, p. 394. 

In the period 1915-1920, Lackawanna cut 
down its bonded debt $19,413,612 and 
added $6,157,493 to working capital. In 
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A Small Investment with a 
Big Return 


If someone would tell you where you could invest 
about 2c. a day in an instrument that has a record of 
being 83% right in its judgment of the future price of 
individual bonds and stocks—would you be interested? 


“Yes,” you say, “Where and what is it?” 


That instrument is in your hands. It is the magazine 
you are reading. 


A tabulation containing a summary of all the definite 
recommendations made by the Magazine of Wall Street 
in its analytical articles for a six month’s period shows 
that out of a total of 71 recommendations we were right 59 
times, or in other words 83% of our recommendations 
were profitable. 


Not all the analytical reviews presented during this 
period in the Magazine of Wall Street contain definite 
recommendations. Thus, we not infrequently found a 
company’s outlook too uncertain to warrant our making 
a definite recommendation. That there may be no mis- 
representation, the reviews which do not present definite 
conclusions were not included in this tabulation showing 
our degree of accuracy. 


Our figures were compiled from official sources and 
every care taken to insure their accuracy. The period was 
selected at random and covers six months beginning 
November, 1920, up to May, 1921. We believe the re- 
sults would be about typical of any other six months 
period that might be selected. 


The Magazine of Wall Street is rendering this service 
fortnightly to the individual investor. 


To our present annua! subscribers we express the wish 
that they are reading the magazine and profiting by our 
advice. 


To those who by chance have purchased a copy of 
this magazine from a newsstand, we hope that they will 
permit us to enter their name on our annual subscription 
list to insure their not missing a single issue. 


We hope that subscribers and chance readers will 
spread this message of accuracy among their friends in 
order that they too may profit by our advices. 


If your subscription is about to expire, do not hesitate 
to renew it, because nowhere can $7.50 a year (about 2 
cents daily) be invested where it will produce the profit 
that may be obtained by the constant studying of the 
Magazine of Wall Street. 

















PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their op- 
eration. 

PUTS & CALLS place a 
buyer of them in position te 
take advantage of unforeseen 

ppenings. 

The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request, Correspondence Invited. 


GEO. W. BUTLER 
Specialist in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORE 
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U. S. Steel Common 


I have prepared a little chart covering 
the fluctuations in this stock from Oc- 
tober 15, 1917, to September 13, 1918. 
Puts and Calls closed out for my clients 
during 1918 returned them from $731 to 
$4,7°0 Net Profit over their cost price. 
Similar opportunities, if not better, ex- 
pected in the coming year. 

Puts and Calls enable you on a small 
cash outlay to take advantage of the 
fluctuations either way with your cost 
and risk at all times limited to the 
dollar while profits are unlimited or all 
that a rise or a decline in a stock 
permits. 


OUT of SOWN CUSTOMERS 


My out of town customers who are not 
in touch with the market are able to 
take advantage of the fluctuations with 
Puts and Calls just as though they were 
tm my office. So can you. My private 
telegraph code enables you to do this. 
Write for Booklet M-W, it explains how 
they operate. Price list and a copy of 
the above chart will be included. 





WM. H. HERBST 
Dealer in Puts and Calls 


Endorsed by Members of the N. Y. 
Stock Exchange 
20 Broad Street, New York City 
Tel. 1007 Rector Estab. since 1896 
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this period, Lackawanna earned $118.43 a 
share and after payment of dividends re- 
tained an added value of $79.83 a share. 
Lackawanna is another of the steel com-< 
panies which has discontinued payment of 
dividends on the common stock. The com- 
pany is one of the biggest heavy-rail 
makers in the United States and will profit 
by a return of the carriers to normal pur- 
chasing power. Net equities are valued at 
about $170 a share. The present market 
price is about $48 a share.—vol. 27, p. 691. 
Conclusion 

It is evident from the above that the 
representative steel companies are well 
fortified financially, In practically every 
instance, the efforts of the management 
has been forward, following a conserva- 
tive policy. Inventories are not excessive 
and amortization of properties erected 
during the war for war purposes has been 
extensive. 

While the immediate outlook for the 
steel companies and possibly that of a 
half year or so is unfavorable, the 
liquid position of practically every im- 
portant steel position is sufficiently 
strong to enable these companies to 
survive the shock of poor business. 
Attention is now centered on economies 
and many of them have already been 
effected, chiefly with regard to wages 
and working conditions of labor. There 
now remains the problem of lowering 
freight rates. This is inevitable. Once 
these rates are lowered, prices will 
come down and buying will commence. 

Holders of steel shares need not be 
discouraged. They can _ congratulate 
themselves that their companies have ef- 
ficiently managed the high earnings of war- 
times and that they are now in a far bet- 
ter position to withstand the influences of 
depression than many other industries. 

Steel shares have been declining for 
over a year and a half. At the present 
prices they represent a decline of over 
60% on the average from the highest 
prices reached in the bull market of 1919. 
Some of these stocks are not selling far 
above their pre-war levels in comparison 
with the equities which have been 
ploughed back of them. Market exigen- 
cies may force the price of these securities 
lower but considering that they have al- 
ready declined so widely and that even- 
tually there must be a return to normal 
activity and that these companies are in 
a good position to withstand a period of 
a half year or even a year of depression, 
from a long-range viewpoint, these se- 
curities have decided attractions. I feel 
that the purchase of the best of these se- 
curities within a year or two should re- 
turn handsome profits to the investor who 
has the patience to carry his securities 
through such a period as the present. 





RAILROAD BABY BONDS 
(Continued from page 168) 











conservative investors; number 9 is the 
unsecured note of the greatest railway 
system in the country with fair possibili- 
ties of profit; numbers 10 and 11 contain 
an element of business risk and should 
not be bought by widows of small means; 
number 12, for a bond, is highly specu- 
lative, although the prospects for profit 
are believed to be commensurate with the 
hazard. 
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DIVIDEND NOTICES 





GREENE CANANEA COPPER CO. 
NOTICR OF ANNUAL MEETING 


Notice is hereby given that the Annual Meet- 
ing of the Stockholders of the Greene Cananec 
Copper Company will be held at_ the office of the 

Broadway, New York, N. Y., on 
the twentieth 


directors to hold office for three years and for 
the transaction of such other business as may 
come before the meeting, includ the consider- 
ation, approval and ratification of all acts and 
proceedings of the Board of Directors during os 
past year and of all matters that may be 
ferred to in the Annual port to the Stock. 
holders. 

The transfer books of the Company will not 
close, but only stockholders of record as at 12 
o’clock noon, Saturday, May 28, 1921, be 
entitled to vote at this monttee. 

By order of the Board of Directors. 

J. W. ALLEN, Secretary. 





COMPUTING-TABULATING-RECORDING 
COMPANY, 


50 Broad Street, New York, N. Y. 

The Board of Directors of this Company has to- 
day declared a regular quarterly dividend of $1 
per share, payable July 11th, 1921, to stockholders 
of record at the close of business on June 24th, 
1921. Transfer books will not close. 

J, 8. OGSBURY, Treasurer. 

May 24th, 1921. 





DIVIDEND NOTICE. 
PACKARD MOTOR CAR COMPANY. 
Preferred Stock. 

The regular quarterly dividend of one and three- 
quarters per cent. (1%%) on the preferred capital 
stock of the Company has been declared by the 
Board of Directors, payable June 15, 1921, to the 
holders of the preferred stock of record at the 
close of business May 31, 1921. The books will 
not be closed. 

FREDPRICK R. ROBINSON, Secretary. 

Detroit, Michigan, May 26, 1921. 


CITIES SERVICE 
COMPANY 


Bankers Shares 
Monthly Distribution No. 28 
Henry L. Doherty & Company announce that 
the twenty-eighth monthly distribution on Cities 
Service Company Bankers Shares, payable July 
1, 1921, to holders of Bankers Shares of record 
June 15, weer, will be 32 cents a Bankers share. 


for JUNE 11, 1921 








OUR NEW FOREIGN POLICY 
(Continued from page 198) 











ness risk before she can expect any ma- 
terial aid from America.” 

We, today, are the international dictators 
of finance as no other nation has ever 
been. We are not as yet the international 
banking center that London has been so 
many years and is today, but such su- 
premacy as London enjoys was built up 
during a long term of years and is the re- 
sult of her supremacy as international 
traders. We may supplant England’s 
position in years to come. We certainly 
have the opportunity. Whether we will 
or not, depends upon the American 
merchants who will have to attain the 
status of world traders, and upon the 
American investors who must broaden 
their vision and be ready to pioneer in 
investing as the English investors have 
done. We are in the position today, 
however, where we can bring economic 
pressure to bear; a position that demands 
a united front, and the fact that the Ad- 
ministration has sought such united front 
by asking the co-operation of the finan- 
ciers of the country augurs well for the 
future. 





C. & O’s. DIVIDENDS 
(Continued from page 170) 











The company’s certified compensation 
for 1919 was $14,588,579, and on this sum 
accrued income for the first eight months 
of the year must be based. One-sixth of 
this sum, or $2,431,430, accrued as rental 
in January and February, and this is in- 
cluded in the first item in the company’s 
official account. 

One-half of compensation, or $7,294,290, 
accrued in the following six months, and 
this accrual the company has ignored. In 
place of this, the official account includes 
the net results of operations in that period, 
plus $2,700,000 received from the Govern- 
ment on account of the guaranty. It is 
difficult to work out the precise discrep- 
ancy, because the company has treated 
property taxes separately, although they 
are included in the monthly operating re- 
turns. 

The company paid its corporate expenses 
out of rental in the first two months of 
the year, and this item, derived from an- 
other source, is deducted. Net operating 
income for the last four months of the 
year is included in both tables, except 
that the company has stated the item be- 
fore taxes and then deducted them. 

‘Miscellaneous income, rentals and in- 
terest are taken from the company’s state- 
ment. Federal income taxes have been 
computed on the basis of 10% of net in- 
come, although the Director General was 
liable for 2% of this tax as applied to 
January and February. Most roads in- 
cluded war taxes in their monthly operat- 
ing statements, beginning with March last 
year, but no mention is made of the item 
in Chesapeake & Ohio’s returns. In an- 
other income statement, the company gives 
its war tax accruals for 1920 as $580,000, 
but they would be greater on the greater 
income assumed in Table II. 

Thus, on the foregoing basis of accrued 
income, the company last year would have 
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INVESTMENTS IN NATIONALLY 
KNOWN COMPANIES 


A beautifully prepared book, 
discussing stocks of companies 


whose profits are based on na 
tion-wide demand. (120) 


STANDARD OIL STOCKS 
Booklets on Standard Oi 
stocks, prepared by a_ well 
known stock exchange firm, wil 
be mailed on request. (144) 


THE THRIFT ROAD TO 
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A book explaining the partia 
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A series of letters comprehen 
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An interesting letter showing 
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NEW MONTEREY 
HOTEL 


NORTH ASBURY PARK, N. J. 





OPENS JUNE 18, 1921 





Accommodates 600. All rooms outside ones. 
Hot and cold salt water in all bath rooms. 
Perfect service by white employees. 





BEAUTIFUL GRILL ROOM 
Daily concerts. 
Jazz band for dancing. 
New 18-hole golf course. 





NEW YORK BOOKING OFFICE 
8 West 40th Street 


W. H. WESTWOOD, New York Representative 





SHERMAN DENNIS, Manager 





shown $8,751,848 for the stock, or at the 
rate of $13.94 a share, compared with 
$9.53 a share shown in the official report, 
an increase of $4.41, or 46%. 


Depletion of Cash 


In spite of the high rate of earnings in 
1920, Chesapeake & Ohio has been forced 
to make heavy demands on its cash sur- 
plus. Net operating income in the six 
months ended August 31 was only $2,126,- 
404, due to heavy outlays for making up 
deferred maintenance. The company has 
received from the Government on account 
of this period only $2,700,000, or a total 
of net cash receipts for six months of the 
year of $4,826,404. This compares with 
$8,310,929 income accrued under the guar- 
anty. 

In addition to the light cash receipts in 
1920 as compared with accrued income, 
the company had a lean quarter in thé 
first three months of 1921, due also to 
heavy maintenance appropriations. Out of 
$18,764,532 gross for the first three months 
of the year, the company applied $7,987,- 
656 to maintenance, or nearly 43%. This 
would be a high ratio at any time, but it 
is exceptionally high as compared with 
the practice of nearly all roads at present. 

Chesapeake & Ohio had a net operating 
income for the first quarter of only 
$578,661. Adjusted for seasonal fluctua- 
tions, this would be at the annual rate of 
only. 20% of Government compensation. 
On the other hand, if Baltimore & Ohio’s 
maintenance ratio in the same period were 
applied to Chesapeake & Qhio’s gross 
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1000 ISLAND HOUSE 
CROSSMON HOUSE 
Alexandria Bay, N. Y. 


The two leading hotels in the 1,000 Islands 
are now under one proprietorship, offering 
four hundred rooms, more than half with 


Finest fishing, motor boating, trap shoot- 
ing, golf, canoeing. Daily hydroaeroplane 
flights from hotel dock. 


Attractive book with beautiful pictures 
and auto map sent on request. 


WILLIAM H. WARBURTON, Proprietor 
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On the Ocean 





Spring Lake, Nj 


Newly constructed. Ac- 
commodations for over 
300 guests. Carefully 
selected clientele. 
Surrounded by green 
lawns and gardens at 
the edge of the sea. 


New York Office 
The Spur, 425 Fifth Avenue 


Write for Booklet 


W. B. STUBBS, Prop. 





revenue and transportation expense, the 
result would be a substantial surplus for 
the stock instead of showing a percentage 
of charges earned. 

The foregoing is sufficient to show 
that the deferment of the dividend was 
due to a transient condition rather than 
a permanent situation. Not only will 
the company soon be in a position to 
pay the dividend, but the analysis shows 


that there are few railroad companies 
in this country in so favorable a posi- 
tion to increase their present disburse- 
ments as Chesapeake & Ohio. After 
their recent break, the convertible 5% 
bonds around 82 seem to me to be one 
of the most attractive purchases in the 
railroad list, as they will respond with 
the stock to any dividend announce- 
ment.—vol. 28, p. 23. 
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